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| NDEPENDENT AUDI TORSG6 REPORT

To the Honorable Mayor and
the Municipal Legislature
Municipality of Yauco
Yauco, Puerto Rico

Report on the Financial Statements

We have audited thiecompanying financial statements of the governmental activities, each major fund, and the
remaining fund information dfidmécipality o¥auco Puerto Ricthé Municipalily as of and for the year ended3dyne
2018and therelated nates t he f i nanci al statement s, which coll e
as listed in the table of contents.

Managementds Responsibility for the Financi al St at e

Management is responsible for the preparation esdri@itigm of these financial statements in accordance with accoul
principles generally accepted in the United States of America; this includes the design, implementation, and m
internal control relevant to the preparation and faitiggreddiriancial statements that are free from material misstateme
whether due to fraud or error.

Auditords Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducteaceur audit
with auditing standards generally accepted in the United States of America and the standards applicable to fil
contained in tl&overnment Auditing Stand#ssised by the Comptroller General of the United States. Those stanc
requirghat we plan and perform the audit to obtain reasonable assurance about whether the financial statement
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclaksi&® imehis financ
The procedures selected depend on the auditor’'s ju
financial statements, whether due to fraud or error. In making those risk assessments, the auditocardrsliders ir
relevant to the entity’s preparation and f ai rataper es
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effeciversess ofrihe e
control. Accordingly, we express no such opinion. An audit also includes evaluation the appropriateness of acco
used and the reasonableness of significant accounting estimates made by management, as well as évaluatir
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit of
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Summary of Opinions

Opinion Unit Ty of Opinion
Governmental Activities Adverse
General Fund Qualified
Capital Improvements Fund Quialified

Debt Service Fund Unmodified
HousingndUrban Development Grants Func  Qualified
Disaster Grants Fund Qualified
Aggregate Remaining Fuiedn@tion Qualified

Basis for Adverse Opinion on Governmental Activities

Noncompliance with GASB Statement No. 73 AAccountin
Within the Scope of GASB n2tnat eMe.nt 7NoAABBDUNandc gG
Postempl oyment Benefits Other Than Pensionso

The Retirement System Administration (ERS) has not provided the financial and technical information necessary
recognition and reporting ¢btid pension liability as of June 30, 2018. As a result, management has not implem
accounting and financial reporting requirements for pensions as set forth in the GASB Statement No. 73. Accou
generally accepted in the Unitess SthiAmerica require that governmental employers whose employees are provi
defined benefit pensions recognize a liability and pension expense and report deferred outflows of resolorees and
of resources related to pensions adeihibteugh a trust that do not meet the requirements of GASB Statement No.
amount by which this departure would affect the assets, deferred outflows of resources, liabilities, defeoesl inflov
and net posi ti oernmental attikitees Ndunotibeen detarinined.y * s g o

Al so, the Municipality’'s financial statement schdhe nc
pensions are provided required by the GASB Statement No. 73. in disclaguné of this information is required b
accounting principles generally accepted in the United States of America.

In additignthe Retirement System Administration (ERS) has not provided the Municipality with the audited s
employmenta ocati ons and OPEB amounts by employer as of
comply with the r equi rAecouating and FnanciabRefoingSdr Rostempleymént Beraefits
Than Pensichs are 3@ 2018J As a result, amounts to be reported as deferr@ufloutsl@i/sesources related to
OPEB, the net OPEB liability, applicable disclosures and required supplementary information have been omitted.

Noncompliance with GASB No. 42 AccandtiRfnancial Reporting for Impairment of Capital Assets and for Inst
Recoveries

As described Note8 Management did not evaluate capital assets in terms of impairment loss, therefore we could nc
if the Municipality's capital assetalgeet to impairment loss as required by current governmental accounting standarc
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Closure and post closure care costs ohlilyatiocipal Landfill

As discussadNote P tothe financial statememanagement has not evaluated its estimate of the total current cost rel:
the closure and post closure care of its Municipal Solid Waste Landfill Facilities (MSWLF) ‘eooedédiadslisy non
governmental activities and, accordinglgt hdfusted the recorded liability. Accounting principles generally acceptec
United States of America requiratttia end of each year, the governmental entities that own and operate a MSWLF
its estimate of the total current costl telaosure and post closure care of its facilities, due to changes insdkmacted cc
a number of factors, including inflation or deflation, technological advancements, and modifications of liagal requ
local, state, or national I&ed. amount by which this departure would affect the liabilities, net position, and expen:
governmental activiiasnot be reasonably determined

Accrual for compensated absences

Finally t he Muwmanagemeptacbuldtngt previde evidernedidate the amount recorded in the goverdment
financial statements as liability for compensated absences. Accounting principles generally accepted in the Ut
America require that compensated absences attributable to emplayemdgmacelered and that are not contingent on
specific event that is outside the control of the employer and employee be accrued as liabilities and expanses as
the rights to the benefits, which would increase the liabilities, metymesitiom, and change the expenses of the
governmental activities. The amount by which this departure would affect the liabilities, net position, and ex]
governmental activities cannot be determined.

Adverse Opinion

In our opinion, beoawad the sigiitance of the mattdiscussed n t he “Basi s for Adverse
paragraph the financial statements referred to above do not present fairly the financial position of the government
theMunicipaty of YaucpPuerto Ri¢ as of June 30, 804r the changes in financial position thereof for the year then e
in accordance with accounting principles generally accepted in the United States of America.

Basis for Qualified Opinion on Governmeuoiadi$

The Municipality did not maintain complete and accurate accounting records of the interfund cash transac
corresponding due from and due to account balances. We were unable to obtain sufficient evidence to suppor
recordeas interfund balances in the amount784®8Tecorded in each major fund and the aggregate remaining 1
information in the balance sheet of the governmental funds at8une 30, 201

Qualified Opinion

In our opinion, except for the possible effesteof mat t er s di scussed in the *“Bas
paragraph, the financial statements referred to above present fairly in all material respects, the resmrrtvediclancial
major fund and the aggregate regnfainchinformation ofNhenicipality of Yaucas of June 30, 30and the respective
changes in its financial position for the year then ended in accordance with the accounting principles dgbaerally :
United States of America.

Unmodifiedpinion

In our opinion, the financial statements referred to above present fairly, in all materespespectmndneial position of
the Debt Service Fund oMueicipality of Yauco, Puerto R&®,0f June 30, B)and the respective deanin financial
position for the year then ended in accordance with accounting principles generally accepted in the United States o
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Emphasif-Matter

Effect aincertainty about the Commonwealtheof R oabilRyit@prdifue asgoingconcern omtergovernmental
subsidies

The Municipality is an instrumentality of the Commonwealth of Puerto Rico (the Commonwealth). The accomps
statements of the Municipality have been peepangaethat the Commonwealth will continue as a going concern.

Also, the Municipality receives substantial operating funds from the Commonwealth in the form of intergof&srnment
discussed iNote21 to thebasic financial statementpain 67, the Commonwealth’s recu
position, further deterioration of its economic condition, and inability tvexitesskets raises substantial doubt about ti
ability to continue as a going concern. The Conmmamgdvéaltcomponent units are currently under the supervision
Feder al Financial and Fiscal Oversight Board, weso h
in order to remediate their situation. The financgsitstatehre Municipality do not include any adjustments that might
from the outcome of this uncertainty. Our opinions are not modified with respect to this matter.

Other Matters
Required Supplementary Information

Accounting principles genealtyapt ed i n the United States of Ameri c:
and budgetary comparison information o6 thagegti5and71 respectivelpe presented to supplement the basic financie
statements. Such informationughthmt a part of the basic financial statements, is required by the Governmental Ac
Standards Board, who considers it to be an essential part of financial reporting for placing the basic firmmcial st
appropriate operational, econontitstorical context.

Management has omitted historical pension information and the applicable disclosures and required suppbBsnentan
stated in GASB Statement No. 73 and in GASB StatemehaiNaccobintipginciples generallyegted in the United
States of America require to be presented to supplement the basic financial statements. Such missing infamation
part of the basic financial statements, is required by the Governmental Accounting Standarsisé3sardp vleoacon
essential part of financial reporting for placing the basic financial statements in an appropriate operaigioakatconor
context. Our opinion on the basic financial statements is not affected by this missing information.

We have applied certain limited procedures to the required supplementary information in accordance with aud
generally accepted in the United States of America, which consisted of inquiries of management about the methc
theimbr mati on and comparing the information for consi
statements, and other knowledge we obtained during our audit of the basic financial statements. We do nmt expre:
provideny assurance on the information because the limited procedures do not provide us with sufficient evidence
opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on thdefimamsiathatacollectively comprise the
Muni ci pal $Hagsic fimahcial $tatememsd The accompanying supplementary-ifioanet&rData Schedule
shown in pag&8througlr5is presented for purposes of additional analysis as requides!. IBetartment of Housing and
Urban Development, Office of the Inspector General, and is not a part of the financial statements. The &
supplementary informati@chedule of Expenditures of Federal ,AShavds in pag@6-77, is presentedif purposes of
additional analysis as required by TitleCbtleSf Federal Regulatfars 200Jniform Administrative Requirements, Cos
Principles, and Audit Requirements for FederahAdverdso not a required part of the basic sta@nceaits.
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The Financial Data Schedule and the Schedule of Expenditures of Federal Awards are the responsibility of manag
derived from and relate directly to the underlying accounting amdsotlserdréz prepare the financial statements. Sut
information has been subjected to the auditing procedures applied in the audit of the basic financial statemen
additional procedures, including comparing and reconciling such iefilyntgidhedirnderlying accounting and othel
records used to prepare the basic financial statements or to the basic financial statements themselves, and
procedures in accordance with auditing standards generally accepted indhetUhitedti&tatn our opinion, the Financia
Data Schedule and the Schedule of Expenditures of Federal Awards are fairly stated in all material respgeasgcin rela
financial statements as a whole.

Other Reporting Required®gvernment Autilg Standards

In accordance wizbvernment Auditing Stangenrel®ave also issued our reportMatedl5 208, on our consideration of
theMuni ci pal inteyal aoritrol dvardimanci@l reporting and on our tests of its complaincproxthiaest of
laws, regulations, contracts and grant agreements and other matters. The purpose of that report is to describe tl
testing of internal control over financial reporting and compliance and the results of thab tesiinde amdapdhion on
the internal control over financial reporting or on compliance. That report is an integral part of an auditapegformec
withGovernment Auditing Standardsensidering théu ni c i p a | & intgrnalacdntroly cfsranc@ldreporting and
compliance.

oo lonim e

LOPEA/EGA, CPA, PSC

San Juan, Puerto Rico
March 15209

Stamp N@78791ofthe Puerto Rico
Society of Certified Public Accountants
was affixed to the record copy of this report.



COMMONWEALTH OF PUERTO RICO Notes to Basic Financial Stateme

MUNICIPALITY OF YAUCO For theFiscal Year Ended June 30, 2

1. ORGANIZATION AND SUMMMRSIGNIFICANT ACCOUNTING POLICIES

The Municipality of Yaucfihe Municipality) is a local municipal government in the Commonwealth of Puerto F
Commonwealth) founded in 1756. The Municipality has full legislative, fiscal and all othpovggrgermmienta
responsibilities expressly assigned by Public Act No. 81 of August 30, 1991, as amended, known as Autonomou:
Act of the Commonwealth of Puerto Rico (Act No. 81). The Municipality is-eigbtahsei@pslities legajharsted
from the Commonweal th’s government .

The Commonweal th’s Constitution provides for tthee s
Commonweal th and the munici pal i tamecensiststbbexesuive rand legidlatve
branches only. A Mayor, elected every four years by the citizens, exercises the executive power of the Mpaicipalit
Legislature, also elected every four years, exercises the legislative pov@palityhand it is composed by sixteen (16
me mber s . The Commonweal th’”s Gener al Justice Court
judiciary power.

The Municipality assumes either partial or full respopsibildinfpservices to its citizens related to public housing, wel
public safety, health, sanitation, education, culture, recreation, urban development, economic developnsat, and
general and administrative services.

The basic findaat statements of the Municipality have been prepared in conformity with Generally Accepted

Principles as applied to local governmental units in the United States of America (US GAAP). The Governmer
Standards Board (GASB) is tnadasetting body for governmental accounting and financial reporting. The

periodically updates its governmental accounting and financial reporting standards which, along with subs
Statements and Interpretations, constitute GAARfoefalentities.

A. Financial reporting entity

The financial reporting entity included in this report consists of the financial stshenicptdigf theyapdmary
government) and organizations for which the primary government iscéinatatiddly @imary government is any
state government or general purpose local government (i.e. a municipality). All funds, organizations, instituti
departments and offices that are not legally separate are, for financial reppop@mgqilagmsaary government. If an
organization is part of a primary government, its financial information should be included with that of the prima
Component units are legally separate organizations for which the primary goeeciaheaccsuriitable or
organizations for which the nature and significance of their relationship with the primary government are such
would cause the reporting entity's financinabkast .
governental organization, a nonpaofibration or a-{fwofit entity.

A primary government'’
criteria:

s financi al accountability

1. The primary government appoints awatipgpor i ty of the entity’s gover

1 A financial benefit/ burden exist between the primary government and the entity or
9 The primary government can impose its will on the entity.

2. The entity is fiscally dependent on the primary goaedntherd is a ficéal benefit/burden between the
primary government and the entity.
3.
Also, as indicated above, it would be necessary to include other organizations as component units if their e
cause the financial statements of the goweanyment to be misleading or incomplete.
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COMMONWEALTH OF PUERTO RICO Notes to Basic Financial Stateme

MUNICIPALITY OF YAUCO For theFiscal Year Ended June 30, 2

1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

A. Financial reporting entifgontinued)
I n addition, “special crit e rekemptorgapimmias ptentialdoreponemt und. |
Specifically, such entities must be treated as component units if they meet all of the following criteria:

1. The economic resources received or held by the separate organization are entirely or almost entirely
benefit of the primary government, its component units, or its constituents.

2. The primary government, or its component units, is entitled to, or has the ability to otherwise access,
the economic resources received or held by the sepézatmorga

3. The economic resources received or held by an individual organization that the specific primary gove
component units, is entitled to, or has the ability to otherwise access, are significant to the primary gove

Legallysepmt e or gani zations that do not meet the financi
be included as a component unit if the financial statements of the primary government would be misleading or inc
them.

There are two methods of presentation of the component unit in the financial dendmgmésfiancial data of the
component uni t s’ bal distcetqosr eaedt arbhosaofi arhse amdnp O
compona unit functions as an integral part of the primary governmettleiteldatiiighose of the primary government
bl ended compdhetht i snitéee@ component unit’s funds
governmentith one exception: the general fund. Component units should be reportedthasy ey i6f the
following criteria:

1. The component wunit’s governing body is substa
and there is adth

1 A financial benefit/ burttietexiss between the primary government and the entity or
1 Management of the primary government has operational responsibility for the primary governmr

2. The component unit provides services entirely, or alnyosto ethtireprimary government or otherwise
exclusively, or almost exclusively, benefits the primary government.

3. The component unit’s debt is expected to be pe

4. Thecomponent unit is organized as-farpaifit corporationvimich the primary government is the sole
corporate member, as identified in the compon:
is included in the financial report tement Ne.bdhe t vy
Financial Reporting Erdityamended.

Otherwise, the component unit should be presentetead dege component unitetfunction as an integral part of the
primary government #mgirdata is presented discretely (seppfatetythe data of the primary goverfineent ¢ c r e
c 0 mp o n e).nLegally sepatate,@armpt organizations that meet the special criteria should be distuetety as
component units

Based on the above criteria, there are no potentiahtomigmwhich should be included as part of thetfitemeiats.
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COMMONWEALTH OF PUERTO RICO Notes to Basic Financial Statemg

MUNICIPALITY GRUCO For theFiscal Year Ended June 30, 2

1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
B. Financial statement presentation, measurement focus and basis of accounting

The financial report of fheni ci pal ity consists of t he Managemen
statements and required supplementary information other than the MD&A. Following is a summary present:
including the measurement focus and basisntihgcddeasurement focus is a term used to whadtit@sactions are
recorded within the various financial statements. Basis of accounihgrntedasmattions are recorded regardless of the
measurement focus:

Management 8ds Dysscussion and Anal

I't provides a narrative introduction and arhadnalysis c a
the private sector companies provide in their annual reports.

Basic financial statements

The basidinancial atements include both the govemidentind fund financial statements. Both sets of stateme
categorize primary activities as governmental type, which are primarily supported by taxes and intergovernmenta

Governmentvide Financial StatemefGWFES)

The governmenide financial statements consist of a Statement of Net Position and a Statement of Activit
statements are prepared usingctmmic resourgasasurement focus, which refers to the reporting of all of the
positioravailable to the governmental unit for the purpose of providing goods and services to the public. Th
are reported on thecrual basis of accountiRgvenues are recognized in the period earned and expenses i
period in which the assedififibility is incurred, regardless of the timing of related cash flows. Fiduciary activiti
whose resources are not available to finance government programs, are excluded frowithes gjatesmanent
The effect of infand activities eliminated.

The Statement of Net Posi t Hiduciarymssetss deferred outfldws, liabilities an
deferred inflows, with the difference reported as net position. The Statement of Activities repapsnsgsiies ar
a format that focus on the net cost of each function of the Municipality. Both the gross and net cost of the f
is otherwise being supported by the general government revenues, is compared to the revenues generated
function. This Statement reduces gross direct expenses, including depreciation, by related program reveni
and capital grants, and contributions. Direct expenses are those that are clearly identifiable with a specific
policy, iirect expenses are not allocated in the Statement of Activities. Program revenues must be directl
with the function.

The types of transactions included as program revenues are: charges for services, fees, rent, licenses
operatig grants which include opesspiegjfic and discretionary (either operating or capital) grants; and «
grants which are capfatific grants. Internally dedicated resources are reported as general revenues rath
program revees. Likewise, general revenues include all taxes. Property taxes (imposed nonexchange trans
recognized as revenues in the year for which they are levied and municipal license taxes and sales and use
tax revenues) when the widgrexchange has occurred and time requirements are met. Revenues on both c
and capital grants are recognized when all eligibility requirements (including time requirements) imposed b
have been met. For certain expeslitene gras, revenue is recognized after allowable expenditures are incurre

The Municipality reports unearned revenues in the gowgenstetements. Unearned revenues arise whe
resources are received before the Municipality has a legal claimht@shadvasoes of derived tax revenues) ot
before applicable eligibility requirements are met (in case of certain fedexdivetpgnalitisef resources are
received before allowable expenditures are ihcsuleslguent periods, when thepdlityitias a legal claim to the
resources, the liability for unearned revenues is removed from the statement of net position and the revenue
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COMMONWEALTH OF PUERTO RICO Notes to Basic Financial Statemg

MUNICIPALITY GRUCO For theFiscal Year Ended June 30, 2

1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
B. Financial statementgsentation, measuremdocus and basis of accountifagntinued)

Fund Financial Statements (FFS)

The financial transactions of the Municipality are recorded in individual funds, each of which are co
independent fiscal entity. Each fundisitedor by providing a separate set-bakaiting accounts that comprise
its assets, deferred outflows, liabilities, deferred inflows, fund equity, revenues and expenditures. Funds a
according to their intended purpose which helgsneranialg demonstrating compliance with legal, financial «
contractual provisions. Governmardalare those through which most governmental functions of the Municipe
financed. The governmental fund statements include a Balance Sheetetcdof Fstaenues, Expenditures and
Changes in Fund Balances with one column combinimgjail governmental funds. Major funds are determin
based on a minimum criteria, that is, a percentage of the assets and deferred outflows, lliedilitilevesid def
revenues or expenditures or based on the Munici
statement users.

The Municipality reports the following major governmental funds:

General Fund This is the genkmperating fund of the Municipality. It is used to account for and report all fi
resources not accounted for and reported in another fuads pr esumed t hat the M
have been reported in the general funda@xicapsactisfor which one the following compelling reasons has requi
the use of another fund: (1) legal requirements, (2) USGAAP requirements or (3) the demands of sol
administration requiring the use of a governmental fund leghgerikead fund. Its revenues consistahtanis,
licenses and permits, intergovernmental, charges for services and other.

Capital Improvements Fundhis funé used to account and report financial resources that are restricted or cor
to expnditure for capital outlays, including the acquisition dorcaristnagbr capital facilitiestlamak outlays

financed by general obligation bond prddez=dse of the capital projects funds has been limited to only major
acquisitions,onstruction or improvement activities that would distort financial resources trend data if nc
separately from other Municipality’'s operating a

Debt Service Fundis a major governmental fund used to account for and report fauldatienaoctdinancial
resources that are restricted for the payment of principal and interest for: (1) bonds payable for which
payments are legally mandated to be accounted for in a debt service fund and (2) cedain Gplagdid dog
which the Municipality is been accumulating financial resources in advance to pay principal and intere
maturing in future yed@rse outstanding balance of certain gendrahoolgligations for which debt service paymen
do not inwad the advance accumulation of resources (such as certain notes payable, obligations under ca
accrued compensated absences, landfill obligation, claims and judgments, net pension liabiligrrand ott
obligations) are only accountdd the accompanying statement of net position. The debt service payments
obligations are generally accounted for in the governmental fund which accounted for the financial resource
payment of such debts.

Housing and Urban Developtt®&rantsFund—This fund is used to account for and report revenues sources rec
from the U.S. Housing and Urban Development that are restricted for expenditure for the activities performec
programs including Community Developme@Gtdibdkntitlement Grants and Section 8 Housing Choice Vouch
among others. These activities consist of providing services to low and moderate income persons, pi
development of the community and providing housing opportunities.

Disaster Gants Fund- This fund is used to account for and report revenue sources from the Federal En
Management Agency (“FEMA") for assistance in d
restoration, reconstruction or replacemenicdagilités or infrastructure damaged or destroyed by the devast
effects of natural disasters, the most significant Hurricanes Irma and Maria. Funds are received through the
for Reconstruction and Recovery of P.R., the grantéeStatéRligreement-LF36 (Hurricane Irma) and EiR
(Hurricane Maria).
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COMMONWEALTH OF PUERTO RICO Notes to Basic Financial Statemg

MUNICIPALITY GRUCO For theFiscal Year Ended June 30, 2

1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
B. Financial statement presentation, measurefoens and basis of accounting (continued)
The Municipality oegs the remaining nonmajor governmental funds in a single column, which include the followir

Special Revenue Funds a governmental fund used to account for and report the proceeds of specific revenu
(other than trusts for individu@site organizations, or other governments or for major capital projects) that ar
restricted or committed to expenditure for specified purposes other than debt service or capital project
restricted or committed to expenditurgdsepurormally financed from the general fund are generally accounte
the general fund provided that all applicable legal requirements can be appropriately satisfied, and the
revenue funds is not required unless they are leg#dlg. manda

The FFS are accounted for usirgutient financial resouroessurement focus andntbdifie@dccruabasis of
accountingJnder this method of accounting, revenues are recognized when they are susceptible to accru
measurabkendavailabl@

Revenues are considered to be available when they are collectible within the current period or soon enoug
pay liabilities of the current period. For this purpose, the Municipality considers revenues to be availabl
cdlected within 60 days of the end of the current fiscal period.

Revenues susceptible to accrual include property taxes, recognized as revenue in the year for which the
municipal license taxes and sales and use taxes, recognized whiginghexahdege has occurred and time
requirements are met; and interest. In applying the susceptible to accrual concept to intergovernment
revenues are recognized when all eligibility requirements (including time requirements)avigeisbdveyttberpr
met and revenue becomes available.

There are, however, essentially two types of these revenues. In the first casedonerxpeadisinmonies must
be expended on the specific project or purpose (eligibility requireamengrmfote are paid to the Municipality.
Revenue is, therefore, recognized as expenditures are incurred to the extent available. In the other case
virtually unrestricted and are generally revocable only for failure to comply wdatmpli@scebeduirements. In
these cases, revenues are recognized at the time of receipt or earlier, if tHreastsptitiierion is met.
Licenses and permits, charges for services, rent, fines and miscellaneous revenues are genexalyusscorde
when received or are recognized earlier if the stieaegtibe criterion is met.

The Municipality reports unearned revenues in the governmental funds statements. Unearned revenue:
resources are received before the MuniGgaditiegal claim to them (such as advances of derived tax revenu
before applicable eligibility requirements are met (in case of certain fededrivexpgnaittgeif resources are

received before allowable expenditures are incurregjuensplesiods, when the Municipality has a legal claim to
resources, the liability for unearned revenues is removed from the balance sheet and the revenue is recogni:

Expenditures are generally recognized when the related liability isrnideuedraal basis of accounting. Certair
exceptions to this fundamental concept include the following: (1) payments of principal and intesiestron gen
debt, which are recorded as expenditures waeda ()evested compensated absenaes, atal judgments and
special termination benefits, which are recorded as expenditures only to the extent that they are expected t
with expendable financial resources (in the GWFS, the expense and related accruaéliabiiighsr ddrigbt
must be included).

Longterm assets and those assets that will not be converted into cash to satisfy current liabilities are g
accounted for in the accompanying Balance Gheetnmental Funds of the FFS. Likewiderntotiilities
(generally, those unmatured that will not require the use of current financial resources to pay them) are also
for in the FFS.
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1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
B. Financial statement presentati measuremeifocus and basis of accounting (continued)

Since the FFS are presented on a different measurement focus and basis of accounting than the GWFS, re
necessary to explain the adjustments needed to transform the FFS inthiheeGWEitation is part of the financial
statements.

Notes to financial statements

The notes to financi al statements provide inforn
statements.

Required Supplementary InforioaiRSI)

The Required Supplementary Information consists of the Budgetary Compariseen8ictideutdlanagement
decided to omit required supplementary information in accapdeBiBeSteitament No.at8l75as further explained
inNote ¥ ofthe financial statements.

C. Stewardship, compliance and accountability

Budgetary control according to Law No. 81 requires that the Mayor and its Administrative Cabinet prepare a
each fiscal year for t hervichltumdi Suchdegdlly adgpted budyetsnaeerbaskd
expected expenditures by program and estimated resources by source. The annual budgets are developed us
performandeased program budgeting anebaseal budgeting, and include estiofatsenues and other resources
for the ensuing fiscal year under laws and regulations existing at the time the budgets are prepared. The Mayz«
for each fiscal year commencing on July 1, an annual budgetary resolution projectith€&rojassidoer of
Municipal Affairs of the Commonwealth (the Commissioner) and the Municipal Legislature no later than th
preceding May 31. The Commissioner preliminarily verifies that the Project complies with all the applica
regulations and may provide comments and suggestions to the Mayor on or before the immediately preceding
Municipal Legislature has 10 business days, up to the immediately preceding June 13, to discuss and apprc
with modificatiofithe Municipal Legislature may amend the budgets submitted by the Mayor but may not inc
items so far to cause a deficit without imposing taxes or identifying other sources of revenue to coveesuch d
Municipal Legislature modifidspreliminarily approves the Project, the modified Project is sent back to the May
approval or rejection within six (6) days. The Mayor may decrease or eliminate any line item but may not inc
any new line item in the budgetsMayer may also veto the budgets in their entirety and return it to the Mu
Legislature with his objections. If the Mayor rejects the Project, the Municipal Legislature will have ap to eic
adopt or reject the recommendations omsbjdédtie Mayor. The approved Project is sent again to the Mayor, whic
would have three (3) days to sign and approve it.

If the budgets are not adopted prior to the end of the deadlines referred to above, the annual budgetsalor the
year, as approved by the Legislature and the Mayor, are automatically renewed for the ensuing fiscal year unt
Legislature and the Mayor approve new budgets. This regulation permits the Municipality to continue doing p
operatins and other purposes until the new budgets are approved.

The annual budgets may be updated for any estimate revisions as weleas #stalrgbeances, and may include
any additional information requested by the Municipal Legislature.aphetlemgbirsobsequent amendments to the
approved budgets, which are subject to the appr o\
has the responsibility to ensure that budgetary spending control is maintained.
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1. ORGANIZATNDAND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
C. Stewardship, compliance and accountakdawytinued)

For dayo-day management control purposes, expenditures plus encumbrances may not exceed budgeted an
expenditurype levelfeeach cost center (activity within a program within a fund). The Mayor may transfer uner
appropriations within progeardsvithin funds. The legal level of budgetary control (i.e., the level at which expe
may not legally exceed appiopjiats at the function/program level (general government, urban and ec
development, public safety, health and sanitation, culture, recreation and education, and public housiray and w
fund. Under the laws and regulations of the CGaattmdhesappropriations made for any fiscal year shall not excee
total revenue, including available surplus, estimated for said fiscal year unless the imposition of taxeaigufficier
appropriations is provided.

Budgetary accounting

Te Municipality’s annual budgets are prepared u:
accordance with GAAP. According to the budgetary basis of accounting, revenue is generally recorded \
received. Shaerm and lofigrm borrowings may be used to finance budgetary excess of expenditures over r
The Municipality uses encumbrance accounting to record the full amount of purchase orders, contraci
commitments of appropriated resources as deductimnagpsopriation prior to actual expenditure. In the governme
funds, encumbrance accounting is a significant aspect of budgetary control. Accordingly, expenditures are gen
when the related expenditure is incurred or encumberedappaitatations and encumbrances are established
lapse one fiscal year after the end of the fiscal year. Amounts required to settle claims and judgments
Municipality, and certain other liabilities, are not recognized until theyegrercothenkise processed for payment.
Unencumbered appropriations and encumbrances lapse atefidcaDiearappropriations, mainly capital projec
appropriations, are continuing accounts for which the Municipal Legislature has autispezred dhat@e from the
prior year be carried forward and made available for current spending.

D. Deposits and investments

The Municipality’s cash and cash equi-termlineestients with n |
original marities of three months or less from the date of acquisition. Nonnegotiable certificates of deposits
maturity of more than three months are considered time deposits as required by current standards. The Muni
the practicedbm | i ng cash of all funds except for certain
custodians and federal grants. Available pooled cash balance beyond immediate needs is invested in certifica
Cash and cash equing related to Commonwealth and Federal grants (including Commonwealth Legislature R
are restricted since their use is limited by applicable agreements or required by law.

The laws and regulations of the Commonwealth of Puerto Rideeadthodipality to invest only in obligations of th
Commonweal t h, obligations of t he Uni ted St at es
acceptances, or in pools of obligations of the municipalities of Puerto RicoagdddbyatieernzB.

E. Restricted assets

Restricted assets are liquid assets which hgaetyhimtitations on their use. Cash and cash equivalents relate
Commonwealth and Federal grants (including Commonwealth Legislature Resolutionshcarehegstristeds s
limited by applicable agreements or required by law.

Restricted cash with fiscal agent DetbServiceFund consists of the undisbursed balance of property and sales
collections retained by the Commonwealth of Puerto Ricewhiclkess t r i ct ed f or the rep
and special obligation bonds and notes as established by law. Restricted cash with fiSapitagempaiéments
Fundand Other Governmental Fugpilesents the undisbursed prookeddain bonds and notes which are maintaine
in a cash custodian account by the GDB.
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1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

F.

H.

Receivables and due from governmental entities

Receivables are stated net of estimatedcalfofsamuncollectible accounts, which are determined upon past coll
experience and current economic conditionsits due from Commonwealth government in the General Fund ref
property taxes of the current fiscal year collected by tHe Mieipae nues Col l ection Cel
fiscal year; sales and use taxes of the current fiscal year transferred by the GDB after year end; and reimbur
by state agencies for expenditures incurred during the current fiscal year.

Amounts due from Commonwealth and federaiegasarportdéa the Other Governmental Funds represent amour
owed to the Municipality for the reimbursement of expenditures incurred pursuant to federally funded or
programs.

Interfund tansactions
The Municipality reports the followidgridteiansactions in the FFS:

Interfundloans: Represent legally advances that are representative of lendin
arrangements from one fund to other fund to finance payi
taxes amh other expenditures. The current portion of such tre
are referred as to either *
portion as “advances to/fro
collected within a reasonable period of timacae tethe estimai
realizable value and amounts not expected to be repaid are
“treomnudgferf rom the 4 aeafden the

Interfund transfers: Represent legally flows of assets without equivaleradtmis ic
return and without a requirement for repayment. These are
“tranwstf'erot her financing u:
and as -4“nt"r a(nostfheerrs fi nancing
transfers.

Interfundreimbursements  Represent repayment from a fund responsible for particular €
or expenses to the fund that initially finances them.

Inventories

The Municipality purchases gasoline, oil and other expendable supplies held for coosuofigliose Puechases
is recorded as expenditure when incurred in the appropriate fund-énd fheeyeany is not recorded in the
Statement of Net Position, as management believes is not significant.

Capital assets

Capital assets reported ingtheernmental activities in the Statement of Net Position include property, equipn
infrastructure assets (e.g., roadgedyrisidewalks and similar. ifdre Municipality defines capital assets (excey
infrastructure assets) as assets viittivatual cost of more than $hai0an estimated useful life in excess of one yes
Infrastructure assets are capitalized based on a percentage of the estimated useful life. The cost of norma
and repairs that do not add to the value of therassétrially extend assets lives are not capitalized. Major outla
capital assets and improvements are capitalized as projects are constructed.
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1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Capital asset&continued)

Capital assets are capitalized at historical cost or estimated historical cost if historical cofidaatetiaasskztile.
are recorded as capital assets at their acquisition value/entry price (the price that would be paid to acquire
equivalent service potential in an orderly market transaction at the acqilistiigqitalaassets, other than land and
construction in progress, are depreciated using thestnaégghoolver the following useful lives:

Description Useful Lig
Land improvements 40 years
Buildings improvements 40 years
Equipment 3 tob years
Infrastructure 15 years

In accordance with current accounting standards capital assets are reviewed for impairment. Impairment occi
is a significanedline in asset service utility due to the occurrence of a prominent event or change in circi
affecting the asset. Current standards provide guidance for accounting and reporting for impairment and
recoveries.

Accounts payable andaed liabilities

Accounts payable and accrued liabilities include general accounts payable to vendors and contractors, retai
deposits payable, payroll taxes payable, and other accrued contingent liabilities not-ieciudedanigsinort
liabilities.

Longterm obligations

Longterm debt and other {taygn obligations, which are reported as liabilities in the governmental activities colul
Statement of Net Position, include general and special obligation bondsisitidsnimesptigpensated absences,
claims and judgments, landfill closure atbquust costs, net pension liability angriontgbilities to other
governmental entities.

Related bond issuance costs, whenever rise, are reported as cuwersasuifloegsin the Statement of Activities, a:
required by current standards. Governmental fund types recognize bond issuance costs as expenditures dur
period. Those issuance costs, whether or not withheld from the actual debvpdy@gedepeced as expenditures
in the appropriate fund.

Compensated absences

The Municipality's employees accumulate vacation, sick leave and compensatory time based on contin
Compensated absences are recorded as a liabiligydrélearned on the basis of services already performed
employees, (2) it is probablehimawill be paid (in the form of paid time off, cash payments at termination or reti
or some other means) and (3) are not contingent on a spedifib egellin€ss). The compensated absences ar
accumulated on the basis of 22 days per month of vacation and 1% days per month of sick pay and comper
to a maximum of 60 days of vacations and 90 days of Slpkreseparation from empldythenaccumulated
vacations are liquidated up to the maximum number of days. Accumulated sick leave, which is accrued baset
amounts for which payment is probable, is liquidated to employees with 10 years or more service up to |
number of day¥he accrual of compensated absences includes estimated payments that are related to payroll
compensated absence liability is reported on the gevidmfireanicial statements. For governmental fund finan
statements, the @nt portion of unpaid compensated absences is the amount that is normally expected to be
expendable available financial resources.-Gimeemtiportion of the liability is not reported.
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1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTHSGIINTINUED)

M. Claims and judgments

In the GWFS, the liability and expense amounts for judgments and claims are recorded as incurred or w
probable and the amount reasonably estimated. In the FFS, amountsasiabditmesethd expitures in the
General Fund when they mature (when payment is due).

N. Accounting for pension costs

Effective on July 1, 2017, the Munieipaldy ot her parti ci pants of UWnteetheER S
“Pay Go” f un deéemplgyers dirécty pgy ¢the gension bereefitstas they are due rather than attempt tc
assetstopfeund future benefits. * Pa\expendesipthefinaadalstatensente |

At that dat e, t dsteactdbuniing trangitianedGdsB Sttener N t63bereqairements of
GASB Statement No.WAccounting and Financi al Reporting For
Scope of GAMAcBrBinglil pensiof 8osts are repaded on the employer total pension liability, pensi
expense and deferred outflows/inflows of resources reported by the ERS. For purposes of measuring, pens
all been determined on the same basis as they are reported by the ERS.

O. Accounting or ot her postempl oyment benefits (O0OPEBOG)

GASB Statement No. i#&ccounting and Financial Reporting for Postemployment Benefits Other disan Pen
effective for the Municipality starting on July 1, 2017. As required by the accountingQP&® trasesaetions
should be accounted based on its proportional share of the collective net OPEB liability, OPEB expense
outflows/inflows of resources reported by the Plan. For purposes of measuring, OPEB costs should h:
determinedn the same basis as they are reported by the Plan. The ERS has not issued its 2017 basi
statements, nor has it provided to the Municipality with the required information to implement the referre
pronouncement . tTrheb uMu roinc ifpal iIQPYEBs icsoni ncl uded as
basis by the Puerto Rico Department of Texpeasesiny
the financial statements.

P. Deferred outflows/inflows ofoairces

In addition to assets, the Statement of Net Position will sometimes report a separate section for deferre
resources. This separate financial statement element, deferred outflows of resources, represents a consu
positionhiat applies to a future period(s) and so will not be recognized as an outflow of resources (expense/
until then.

In addition to liabilities, the Statement of Financial Position will sometimes report a separate sectiorofor defe
resources. This separate financial statement element, deferred inflows of resources, represents an acqt
position that applies to a future period(s) and so will not be recognized as an inflow of resources (revenue) un

In the gvernmentide Statement of Net Position, the Municipality reports deferred outflows/inflows of resource:
from the following transactions:

1. Governmenmandated or voluntary nemchange transactions receiusfore the time requirements
have ben metd Federal and state rgeareceived before the beginning of the fiscal year to which
pertain are recognized as deferred inflows of resources. The amounts deferred would be recogl
inflow of resources (revenue) in the period irevimelréguirements are fulfilled.
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1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
P. Deferred outflows/inflows of resour@eantinued)

2. Il mpl ementati on of A&duBtiBg aBdFamdneanRepottingNoo Pensiorss
and Related Assets That Are Not Within The Scope of GASB Statemefit Na. & G A
St at e me nAccolhiing and Binantial Reporting for Postemployment Benefits Othe
Than Pensiorsd Amounts reported for changes in the calculation of the totabifigngian lia
result from: a) differences between expected and actual experience; b) changes of assul
net difference between projected and actual earnings on pension plan investments; d)
proportion and di f f eontehutors arld epropogtienate  aren df
contributions; and e) Municipality’s con

In the governmental fulddance Sheet, the Municipality reports deferred inflows of resources that result
followingransactions

1. Governmenmandated or voluntary nerchange transactions receinsfore the time requirements
have been meal Federal and state rgeareceived before the beginning of the fiscal year to which
pertain are recognized as deferred ioflogsources. The amounts deferred would be recognized a
inflow of resources (revenue) in the period in which the time requirements are fulfilled.

2. Unavailable revenue reported under the modidieid of accounting Amounts are recognized as
unavaable revenadrom the following sources: property taxes, sales and use taxes and intergover
revenues collected or to be collected after the availability period. The amounts are deferred and re
an inflow of resources (revenue) initdtetpat the amounts become available. Since this deferred infic
resources is the result of the meudifiachl basis of accounting, it is only reported in the FFS.

Q. Net position

In the governmeritle statements, assets plus deferred outflowaroésdess liabilities and deferred inflows o
resources equal net position, and should be displayed in three components: net investment in capital assets,
unrestricted, as follows:

Net investment in capita Consists of capitalsats, net of accumulated depreciation, reduced by the ¢

assets: balances of bonds, notes, or other borrowings that are attributable to th
construction, or improvement of those assets. Deferred outflows of resource
inflows afesources that are attributable to the acquisition, construction, or im
those assets or related debt also should be included in this component of ne
portion of the debt or deferred inflows of resources attributable taldid prespEsv
is not included in the calculation of net investment in capital assets. Instead, tt
debt or deferred inflows of resources is included in the same net positic
(restricted or unrestricted) as the unspent amount.

Restricted net position: The restricted component of net position consists of restricted assets (subjec
beyond the Municipality’'s control)
related to those assets. Generally ity lialdtes to restricted assets if the asset
from a resource flow that also results in the recognition of a liability or if the
liquidated with the restricted assets reported. Restrictions are externally
creditors,rgntors, contributors, or laws and regulations of other governments) ¢
the law through constitutional provisions or enabling legislation.
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1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Q. Net positiorfcontinued)

Unrestricted net position Unrestricted net position is the net amount of the assets, deferred outflows
liabilities, and deferred inflows of resources that are not included in the deter
investment in capital assets or the mkstootponent of net position. Unrestricl
position is often designated to indicate that management does not consid
available for general operations. These types of constraints are internal and m
remove or modify them.

R. Net paition flow assumption

Sometimes, the government will fund outlays for a particular purpose from both restricted (restricted b
proceeds) and unrestricted resources. In order to calculate the amounts to repoft ret pestiticiedand
unrestricted net position in the goverrmigl financial statements, a flow assumption must be made about the @
which the resources are considered t o-netgositop o hdve d
been ddpted before unrestrictaét position is applied.

S. Fund balances

The GASB Statement No:Fovhd Balance Reporting and Governmental Fund TypedDefin@giégnS B No .
establisks accounting and reporting standards for all governments theg¢rreperttajofunds. It also establishes
criteria for classifying fund balances into specifically defined classifications and clarifies definitionsniibr gove
types. These classifications comprise a hierarchy based primarily on the etttenMtmivipadity is bound to
observe constraints upon the use of the resources reported. The classifications are as follows:

Nonspendable: Amounts that cannot be spent because are either (a) not in spendable form or (b) lege
required to be maintained intact.

Restricted: Amounts constrained by external parties (creditors, grantors, contributors, or laws ai
other governments), imposed by law through constitutional provisions or by enaf
Enabling legislation authorizes the Municipality to assess, levy, charge or otherwise n
or resources (from external resource providers) and includes a legally enforceable
those resources be used only for the specific patipolsgsed in the legislation. Le
enforceability means that the Municipality can be compelled by an external party s
public interest groups, or the judiciary to use resources created by enabling legisla
purposes speei by the legislation.

Committed: Amounts that can be used only for the specific purposes pursuant to constraints i
for mal action (ordinance or r esol ut-makimg
authority, lich in the case of the Municipality is the Mayor and the Municipal Legis
committed amounts cannot be used for any other purposes unless the Mayor an
Legislature removes or changes the specified use by taking the satiwn typelinbrce
resolution) it employed to commit those amounts. Formal action to commits fund bale
purpose should occur prior to the end of the fiscal year, but the amount, if any, which
the constraint, may be détexin the subsequent period.
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1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

S. Fund balance&ontinued)

Assigned: Amounts that are constrai ned cificypurpobes, buwi:
neither restricted nor committedistinction to committed balances, the authority for r
assignment is not required tnuking authoritygbotly
Mayor and the MunicipakLEga t ur e ) . I t i s ntert ean b expressdd by
Mayor, the Finance Director (the official to which the Mayor has also delegated the a
amounts) day any other official or body to which the Mayor daktigatere, the nature of
actions necessary to remove or modify an assignment is not as prescriptive as it is wit
balancedVith the exception of the general fund, this is the residual fund balance of tr
of all governmahfunds with positive fund balances. Action taken to assign fund bal
made after yeand.

Unassigned:

Is the residual classification for the general fund and includes all spendable amoun
committed or assigned. The general fund iy fnedithat reports a positive unassigne
balance amount. For all other governmental funds, the unassigned classification is us
a deficit balance resulting for the overspending for specific purposes for which am
restrictd, committed or assigned.

The Municipality reports resources constrained to stabilization as a specified purpose (restricted or committe
in the general fund) only if: 1) such resources meet the other criteria for those ctissifitetbabpas and 2) the
circumstances or conditions that signal the need for stabilization are identified in sufficient detail anal are nc
occur routinely. However, the Municipality has not entered into anliketarilizagementsr has set aside material
financial resources for emergencies and has not established formal minimum fund balances amounts as of fol
ended June 30, 2018.

T. Fund balance flow assumptions

Sometimes the government will fund outlays ¢otaa parppose from both restricted and unrestricted resources (the
of committed, assigned, and unassigned fund balance). In order to calculate the amounts to report as restrict
assigned, and unassigned fund balance in the govemmdnéngaicial statemeatfiow assumption must be made
about the order in which the resources are codhsic
balance to have been depleted before using any of the comporstritsedf funte balance. Further, when the
components of unrestricted fund balance can be used foptimposameommitted fund balance is depleted firs
followed by assigned fund balance. Unassigned fund balance is applied last.

U. Risk financing

The Mnicipality carries commercial insurance that consists of professional, public responsibility, property and t
fidelity bond coverage. Under Law Num. 63 of June 21, 2010, the Legislature of the Commonwealth of
authorized the muratitjes to procure and manage, at their own discretion, all insurance policies, including those
the health plans provided t o trdakinsuranamvergep ard proeursg dnd y
negotiated through a singdarance broker. The broker obtains quotes from the different insurance companies
Municipality’s management makes the selecti owas ba:
paid directly to the insurance company duwedy.th

The Municipality obtains workers’ compensation i
component unit of the Commonwealth of Puerto Rico. This insurance covers workers against injuries, disa
because of wook employmerdlated accidents, or because of iliness suffered as a consequence of their emp
Cost of insurance allocated to the Municipality and deducted from the gross property tax collections by
Revenue Collection Center (CRINB f@ar ended June 30, 2018 amouriléd 263
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1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
U. Risk financingcontinued)

The Municipality obtains unemployment compensationgnop at i on a | di s a bavdrage fgr jts a
employees through various insurance programs administered by the Puerto Rico Department of Labor
Resources (DOL). These insurance programs cover workers against unemployment and provide supplemen
coverage for temay disability or death because of work or empitgtedtatccidents or due to accupational
disabilityThe unemployment and-aemupational disability insurance premiums are paid directly to DOL on ¢
rei mbur sement bamce ipremiums dree paid based err tise’ numibar sfuworkweeks by each en
covered by law.

V. Use ofestimates

The preparation of the basic financial statements in conformity with USGAAP requires management to make
assumptions that affectépented amounts of assets and liabilities and the disclosure of contingent assets and li
the date of the basic financial statements, and the reported amounts of revenues and expenditures during
period. Actual amounts couldfdiffethose estimates.

W. Adoption of new accounting pronouncem8&i@&SB Statements No. 75, 81, 85 and 86
Effective July 1, 2017, the Municipality adopted the provisions of the following GASB Statements:

1. GASB Statement No. iiSAc count i ng aortidg foF Pastamployiment Bemeétp Other

T h an P eThs primarysobjective of this Statement is to improve accounting and financial rep
state and local governments for postemployment benefits other than pensions (other postemployn
or OPEB). It also improves information provided by state and local governmental employers ab
support for OPEB that is provided by other entities. This Statement replaces the requirements of
No . Ad&cbunting* and Financial RepdyinEmployers for Postemployment Benefits Other Tt
Pens,i omss 0a me n d ©BEB Maasuteméhts by Ageht,Emgloyers and AgeBhidldipte
Plans The provisions of this Statement are effective for fiscal years beginning afte(fihoae Vidgr2017
ended June 30, 2018).

2. GASB St at ement No-l nt8dr did tr r Bhg obeeiivedofethisRmterment is to
improve accounting and financial reporting for irrevecablessmigreements by providing recognitior
and measement guidance for situations in which a government is a beneficiary of the agreen
Statement requires that a government that receives resources pursuant to an {mmresable s
agreement recognize assets, liabilities, and defersenf rgftmurces at the inception of the agreemer
Furthermore, this Statement requires that a government recognize assets representing its benefit
in irrevocable sjliterest agreements that are administered by a third party, if ¢né guveotsrthe
present service capacity of the beneficial interests. This Statement requires that a governmen
revenue when the resources become applicable to the reporting period. The requirements of thi
are effective for finanstatements for periods beginning after December 15, 2016 (fiscal year ende
30, 2018), and should be applied retroactively.

3. GASB Statement No.B% mn i b u The @bfedtive @f.this Statement is to address practice issues
have been identifigdring implementation and application of certain GASB Statements. This St
addresses a variety of topics including issues related to blending component units, goodwill,
measurement and application, and postemployment benefits (pethsomostediployment benefits
[OPEB]). The requirements of this Statement are effective for reporting periods beginning after Ju
(June 30, 2019).
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1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
W. Adoption of new accoungipronouncemen8GASB Statements No. 75, 81, 85 ambBnued)

4. GASB StatementNo.B& er t ai n De bt E XTheiprnntany dbjedtive efrthis Statensent &
to improve consistency in accounting and financial repsubgdocéndefemce of debt by providing
guidance for transactions in which cash and other monetary assets acquired with only -existing |
resources other than the proceeds of refundiagedalbted in an irrevocable trust for the sole purpose
extinguishirdebt. This Statement also improves accounting and financial reporting for prepaid inst
debt that is extinguished and notes to financial statements for debt that is defeased in subs
requirements of this Statement are effective fay pepidis beginning after June 15, 2017 (June 3
2019).

The i mplementation of these Statements has no
fiscal year ended June 30, 2018.

X. Future adoption of accounting pronouncements

The GASB has issued the following statements, which the Municipality has not yet adopted:

1. GASB Statement No. 8T er t ai n Asset R &hisiStatennert mddres®ds hdcayirating|
and financial reporting for certain asset retirement obliga)ioAs gERDIs a legally enforceable liability
associated with the retirement of a tangible capital asset. A government that has legal obligation:
future asset retirement activities related to its tangible capital assets should riecbgisize anlitisl
guidance in this Statement. This Statement establishes criteria for determining the timing and
recognition of a liability and a corresponding deferred outflow of resources for AROs. This Statem
that recognition ocatnen the liability is both incurred and reasonably estimable. The determination
the liability is incurred should be based on the occurrence of external laws, regulations, contrac
judgments, together with the occurrence of an vetdrtiadteobligates a government to perform ass
retirement activities. This Statement requires the measurement of an ARO to be based on the bes
the current value of outlays expected to be incurred. The best estimate should yneladgniimghbafboilit
all potential outcomes, when such information is available or can be obtained at reasonable cost.
weighting is not feasible at reasonable cost, the most likely amount should be used. This Statem
that a deferred thodv of resources associated with an ARO be measured at the amount of the corre
liability upon initial measurement.

This Statement requires the current value o
inflation or deflatidnesast annually. In addition, it requires a government to evaluate all relevant fe
least annually to determine whether the effects of one or more of the factors are expected to
change the estimated asset retirement outlays. Amgjosteonid remeasure an ARO only when the resl
of the evaluation indicates there is a significant change in the estimated outlays. The deferred
resources should be reduced and recognized as outflows of resources (for example,rag an ex|
systematic and rational manner over the estimated useful life of the tangible capital asset.

This Statement also requires disclosure of |
and assumptions used for the estimates diilities)iand the estimated remaining useful life of tl
associated tangible capital assets. If an ARO (or portions thereof) has been incurred by a goverr
not yet recognized because it is not reasonably estimable, the governmenisslosguinad fimcti and
the reasons therefor. This Statement requir
The requirements of this Statement are effective for reporting periods beginning after June 15,
year ended Ju8, 2019).

36



COMMONWEALTH OF PUERTO RICO Notes to Basic Financial Statemg

MUNICIPALITY GRUCO For theFiscal Year Ended June 30, 2

1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

X. Future adoption of accounting pronouncements (continued)

2. GASB Statement No. B4A i d u c i_a r yhe Abjettivelvthis Statement is to improve guidance
regarding thdentification of fiduciary activities for accounting and financial reporting purposes and |
activities should be reported. This Statement establishes criteria for identifying fiduciary activities
and local governments. The foche ofiteria generally is on (1) whether a government is controllin
assets of the fiduciary activity and (2) the beneficiaries with whom a fiduciary relationship exist
criteria are included to identify fiduciary component units anghpodtéempddit arrangements that are
fiduciary activities. The requirements of this Statement are effective for reporting periods beg
December 15, 2018 (June 30, 2020).

3. GASB Statement No.BT e a Jhe shjective of this Statement isetorbeét the information needs of
financial statement users by improving accounting and financial reporting for leases by governi
Statement increases the wusefulness of gover
lease asts and liabilities for leases that previously were classified as operating leases and reco
inflows of resources or outflows of resources based on the payment provisions of the contract. It €
single model for lease accounting babedfonndational principle that leases are financings of the rig
use an underlying asset. Under this Statement, a lessee is required to recognize a lease liabi
intangible rigtduse lease asset, and a lessor is required to recogsezeceelgable and a deferred
inflow of resources, thereby enhancing the
leasing activities. The requirements of this Statement are effective for reporting periods begi
December 15, 20®ine 30, 2021). Earlier application is encouraged. Leases should be recogni:
measured using the facts and circumstances that exist at the beginning of the period of implemer
applied to earlier periods, the beginning of the emdigsistaed). However, lessors should not resta
the assets underlying their existindygedeas direct financing leases. Any residual assets for those le
become the carrying values of the underlying assets.

4. GASB St atement Nswres reé8agd to debtr iriclading diréri bermwigs and direct
p | a c e nThenptinsaty objective of this Statement is to improve the information that is disclosec
to government financial statements related to debt, including direct bdireetipiscantents. It also
clarifies which liabilities governments should include when disclosing information related to
Statement defines debt for purposes of disclosure in notes to financial statements as a liability tha
a contraaal obligation to pay cash (or other assets that may be used in lieu of cash) in one or more
to settle an amount that is fixed at the date the contractual obligation is established. This Statem
that additional essential informal@dedréo debt be disclosed in notes to financial statements, inclt
unused lines of credit; assets pledged as collateral for the debt; and terms specified in debt ¢
related to significant events of default withrélsdedeonsequencesiiicant termination events with
financeelated consequences, and significant subjective acceleration clauses. For notes to
statements related to debt, this Statement also requires that existing and additional information be
directborrowings and direct placements of debt separately from other debt. The requiremen
Statement are effective for reporting periods beginning after June 15, 2018 (June 30, 2019). Earlie
is encouraged.

5. GASB Statement No. B8ccountingfor Interest Cost Incurred before the End of a Construction
Period The objectives of this Statement are (1) to enhance the relevance and comparability of il
about capital assets and the cost of borrowing for a reporting period aryda@oansingpfdr interest
cost incurred before the end of a construction period. This Statement requires that interest cost inc
the end of a construction period be recognized as an expense in the period in which the cost is
finan@l statements prepared using the economic resources measurement focus.
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1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
X. Future adoption of accounting pronouncements (continued)

As a result, interest cost incurred before tha eadstfuction period will not be included in the histori
cost of a capital asset reported in a biygieeastivity or enterprise fund. This Statement also reitere
that in financial statements prepared using the current financial resounees ineasungerest cost
incurred before the end of a construction period should be recognized as an expenditure on a bas
with governmental fund accounting principles. The requirements of this Statement are effective 1
periods bégning after December 15, 2019 (fiscal year ended June 30, 2021). Earlier applic
encouraged. The requirements of this Statement should be applied prospectively.

6. GASB Statement No.®Ma | or i t v B anwmdndgment of iIGAIB Swmtensents Nanil

N o . The primary objectives of this Statement are to improve the consistency and comparability «
a government’'s majority equity interest i n
financial statement informédiocertain component units. The requirements of this Statement are ef
for reporting periods beginning after December 15, 2018 (fiscal year ended June 30, 2020). Earlie
is encouraged. The requirements should be applied retroeefivelyr e provisions related
to(1)reporting a majority equity interest in a component unit and (2) reporting a component |
government acquires a 100 percent equity interest. Those provisions should be applied on a |
basis.

Theimpct of these statements on the Municipality’s
Y. Subsequent events

Subsequent events have been evaluated throu@yf Rt8hwhich is the date the financial statements were avail
to be issuk for events requiring recording or disclosure in the financial statements for the year ended June 30,

2. CASH ANKCASH EQUIVALENTS

The Municipality maintains its deposits in various commercial banks located in Puerto Rico and ivétep@evdrnme
Bank for Puerto Rico (GDB). Proceeds from bonds and funds related to certain grant awards are requirdd by law
GDB. In compliance with the laws and regulations of the Commonwealth, the Municipality has adopted, as its
credit risk policy, B@atement of Investment Guidelines for the Government of the CommonwealthActBreénghyRico
the Municipality invests only in obligations of the Commonwealth, obligations of the United States of America,
deposits, commerci al paper, banker s’ acceptances,
managed by GDABccording to the aforementioned investment guidelines, the Municipality does not invest in
securities aany types of investments for which credit risk exposure (the risk than an issuer or other counter
investment will not fulfill its obligations) may be significant.

Custodial credit riskIn the case of deposits, this is the risk thatenithieevo f a bank fail ur e,
not be recovered. The Municipality maintains cash deposits in commercial and governmental banks located i
Under Commonwealth of Puerto Rico statutes, public funds deposited lirmmkesnmestibé fully collateralized for the
amount deposited in excess of insurance provided by the Federal Deposit Insurance Corporation (FDIC). All sec
as collateral by the Municipality are held by agents designated by the Pudery RicdrS8asuey, but not in the
Municipality’™s name.

As of June 30, 2018, the bank balances of deposits in commercial banks amounting to $4,911,434 were covere
and by pledged securities.
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2. CASH AND CASH EQUIVALENTS (CONTINUED)

Pursuant tinePuerto Rico Oversight, Management and Economic StabilRyRA@ME S A adrinandiahQversightt ”
and Management Board for Puertp Ritcohe Over si ght Board”) was establi

Commonwealth andhsoof its instrumentalities, including GDB, as covered entities. Covered instrumentalities sho
and submit a fiscal plan to the Oversight Board for further certification and approval. GDB faced a onticai fiscal
left the entityttvisignificant nparforming assets, limited liquidity and the inability to repay its debts as they come
approved GDB’'s fiscal-dpWwah, estadhcsakesrasat rwctdenri n
Commonwealth ctutded of the inability of GDB to become a viable going concern and reinstate its past banking
GDB completed its wdod/n of its fundamental operations on March 23, 2018.

ThePuerto Rico Fiscal Agency and Financial Advisory Authoftivas Eréated pursuant Act No. 21 of 2016 and Act
of 2017 as an independent public corporation and governmental instrumentality to assume all fiscal agency, fin:
and reporting functions of GanBAAFAFoADB and cernan suphoding credita
negotiated the terms of a Restructuring Support AfREMefas(amended), which provides for the restructuring o
significant portion of GDB’ s Itihaeb iRISIAt)i.e sT h(e* RVaurntiicci i
which are uninsured and uncollateralized, were subject to the provisions of the RSA are exposed to custodial cre

As of June 30, 2018, the Muni ci patdto $3%0,985, whiehnskdistiibatéd as

follows:
Bank
- Balance
Description Amount
Unspent proceeds of general and special obligation bonds and r $ 135,236
Unspent bal ance of the prope
Redempiin Fund” and restricted
general and special obligation bonds and notes 101,43C
Unspent balance of the sales and use taxes collections depo
“Municipal Redempti on Fannai the
Municipality’s special oblig 12,097
Cash deposits of certain Commonwealth grants 2,222
Total $ 370,985

A final RSwas approved on April 6, 2018 and finally executed effective November 29,j@tl8nfeomadadin on the
RSA, refer tdote 2.

Interest rate riskThis is the risk that changes in interest rates of debt investments will adversely affect the fair
investment. The Municipality manages its exposure to declines byfdit)vadiescluding debt or equity investments |
its investments portfolio at June 30, 2018, (2) limiting the weighted average maturity of its investmdepositdertifica
periods of three months or less, and (3) keeping most ofiéefzobiimke certificates of deposit and in interest bear
accounts generating interest at prevailing market rates.

Foreign exchange riskhis is the risk that changes in exchange rates will adversely affect the value of an inves
deposit. Acating to the aforementioned investment guidelines, adopted by the Municipality, the Municipality is pr
investing in foreign securities or any other types of investments for which foreign exchange risk exposure may be
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3. RECEIVABLES

The $6,87Teporteds municipal license taxes receivable represents municipal license taxes from the current and
that were not collected as of June 30, 20%82,B8&eported asther accouniis general fund represent returned non
suff ci ent f whhmedksecetvable.payer s’

4. DUE FROKBOVERNMENTAL ENTITIES
Amounts due from govertathentities as of June 30, a64.8s follows:

Commonwealtt Federal
Government Government

Major fund) General &nd:

Municipal Renue Collection Center (CRIM) $ 382,4C $ -
Housing & Urban Development Grants Fund

U.S. Department of Housing and Urban Develdibiiat

Entitlement Program - 8,074
Supportive Housing Program - 25,87:
PROffice for Socioeconomic -a
Neighborhood Stabilization - 116,50:
PROffice for Socioeconomic -a
Disaster Recovery - 45,89:

Other governmental funds:

P.R. Department of JusticerimeofVictim Assistance - 1048%
P.R Department of Transportatiederal Transit Investment - 162,43l
P.R. Departmentafucationr Food Program - 20,40¢
P.R. Department of Fantiild Care - 115,90°
PR. Department of Labbaw 52 50,00( -
P.R. Departmeng&ofucatior Office for Improvement of Public Sct 42,62« -
Others 5,01¢ 5,61%

$ 480,04t $ 605,55

5. DLE TOGOVERNMENTAL ENTITIES

Amounts due to governaiantities as dune 30, 2018llows:

Commonwealtt
Government
General Fund:

P.R. Department of Lalddnemployment taxes $ 1,583,2
P.R. Retirement System Administration 1,767,16!
P.R. Aqueduct and Sewer Authority (PRASA) 476345
P.R. Department of Treaslmgome taxes withholdings 420,68!
Internal Revenue Services (IRS) 378,81l
P.R. Electric Power Authority 97,68¢
Municipal Financial Corporation (COFIM) 74,86:
P.R. Department of Lab@® r i v eran6és | ns u 15,68¢
Others 4,384

$ 4,818,84
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6. INTERFUND TRANSACTIONS
A. Due from/to other funds

Amounts due from/to other funds in the general fund represent advances to other funds to finance payroll
and other expetuttesas follows:

Funds Receivabl&unds Payable Funds
General Fund $ 156,753 $ 2,742,42
Capitalmprovemeniaind - 5,961
HousingndUrban Development Grantxd 216,465 253,73:
Disaster Grants Fund 52,372 551,93!
Other Govemental Funds 4,308,491 1,180,02:
$ 4734,081 $ 4,734,08:

B. Transferdn (out)

Transfers among individual funds were made for operational purposes as follows:

Originating Fund Receiving Fund Purpose Amount
General Fund Debt Servicaifd Transfer dindfordebt service
payments $ 151,53z
Debt Service Fund General Fund Available fustbr commitments 1521
Total $ 53,053

THIS SPACE HAS BEEN INTENTIONALLY LEFT BLANK
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For theFiscal Year Ended June 30, 2

7. FUND BALANGEEFICIT)

The governmental fund bak@eteitylassificains and amountslane 30, 20Ee shown in the following table:

Restricted
General government
Publiavorks
Culture and recreation
Economic development
Community development
Debt service

Unassigned

Total fund balances (deficit)

Housingand
Capital Debt Urban Other Total
General Improvements Service Development Disaster Grants Governmenta Governmental
Fund Fund Fund Grants Fund Fund Funds Funds
$ - $ - $ - $ - $ - $ 43,85¢ $ 43,85¢
- - - 68,887 - - 68,887
- - - 4,177 - 1242,775 1246,952
- - - 4,350 - - 4,350
- 112,278 - - - - 112,278
- - 3,329,46: - - - 3,32%63
- 112,278 3,329,46: 77,414 - 1286,630 4805,785
(12,109,609 - - - (3,860,947 - (15,970,556
$(12,109,60¢ $ 112,27 $3,329,46: $ 7741 $ (3,80,947) $ 1286,630 $(1,164,771

THIS SPACE HAS BEEN INTENTIONALLY LEFT BLANK
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MUNICIPALITY OF YAUCO

8. CAPITAL ASSETS

Capital assetbose with an estimated usefudflibne year or more from the time of acquisition by the Municipality and
of $.000r nore, are primarily funded through thecessfaontgrm bonds and noteA summary thfe capital assets
activityjor thdiscal year ended June 30, 0lb8/s. Land and construction in progress are not subject to. depreciation

Balance Retirenents Balance

Governmental Activities: July 1, 2017 Additions Deductions June 30, 201!
Capital asset, not being depreciated:

Land $ 5,043,9t $ - $ - $ 5,043,9¢

Works of art 367,26¢ - - 367,26¢
Total capital assets not being depre: 5,411,22( - - 5,411,22(
Capital assets, being depreciated:

Land and land iropements 800,30¢ - - 800,30¢

Buildings and building improvemen 8,403,76: - - 8,403,76:

Equipment and vehicles 10,642,58. 120,83¢ (83,533 10,679,88

Infrastructure 85,737,23I 394,074 - 86,131,30:
Total capital ats being depreciated 105,583,88 514,91= (83,533 106,015,26
Less accumulated depreciation for:

Land and land improvements (611,618 (4,826) - (616,444

Buildings and building improvemen (3,450,062 (154,241 - (3,604,303

Equipment and vehicles (7,326,591 (481,257 83,533 (7,724,315

Infrastructure (45,418,634 (3,839,311 - (49,257,94¢
Total accumulated depreciation (56,806,90¢ (4,479,635 83,533 (61,203,007
Total capital assets being depreciate! 48,776,97 (3,964,722 - 44,812,%%
Governmental activities capital assett $ 54,188,19 $ (3,964,72. $ - $ 50,223,87

As shown above, at June2B@8, the date of the financial statement, total net capital assets &M@2Btdd Fst $hat

date, the Municipality had not been able to determine a reserve for loss on impairment on its capital assets
damages described above. dingty, a provision for loss on impairment on capital assets had not been determi
recorded on the financial statements.
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8. CAPITAL ASSETSONTINUED)

Depreciation expense was charged to functions/programs of the Municipality as follows:

For theFiscal Year Ended June 30, 2

Gowrnmental activities Amount

General government $ 84,09

Public safety 109,064

Public works 3,958,97:

Culture and recreation 221,11¢

Health and welfare 106,38¢

Total depreciation expergevernmental activities $ 4,479,63¢

9. ACCOUNTS PAYABLE AMITRUED LIABILITIES
Accounts payable and accrued liabilities at 2068088 summarized as follows:
Capital HousingandUrban Other
General Improvements Development Governmental
Description Fund Funds GrantsFund Funds Total

Accounts payable $ 2,629,49( $ 16,997 $ 85,677 $ 7,20521¢ $ 9937,383
Accrued liabilities 431,973 - - - 431,973
Total $ 3,061,46: $ 16,997 $ 85,677 $ 7,205,21¢ $ 10,369,35¢

10. DEFERRED INFLOWS OF RESOUREBAERNMENTAL FUNDS

As required by curreteindards, revenues and other governmental funddsancieé should be recognized in the
accounting period in which they become both measurable and available. When an asset is recorded & 'gover
financial statements but the revenue is not available, the Municipality should reflow atdefeoedes until such time
as the revenue becomes available. A detail of these balances follows:

Commonwealtt Federal
Government Government
Major fund General Fund:
Municipal Revenue Collection Center (CRIM) $ 382,4C $ -
Other governmental funds:
P.R. Departmentafucation Food Program - 20,40¢
P.R. Department of JustiCemeofVictim Assistance - 104,85
P.R. Departmentafucation Office for jpnovement of Public Schc 42,62¢ -
$ 425,02i $ 125,26
11. UNEARNED REVENUES
The amounts reported as nedaevenues as of June 30,&@l@:takas follows:
Amount
Major fundd General fund:
Municipal license taxelected in the fiscal year-2018 thatorrespond to the 20:
201%iscal year budget $ 1893,85-
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12. LONGTERM LIABILITIES
A. Summary of lonrtgrm debt activity

Longterm liability actiiay the year ended June 30, ¥#Bas follows:

Beginning Borrowings Payments or Ending Due Within
Description Balance  or Additions Deductions Balance One Year
Bonds payable $ 33,926,00 $ - $ (1442,000 $ 2,484,00( $ 1,27000
Section 108 Loan Guarantee
note payable 2,695,00( - (221,000) 2474000 222,000

Compensated absences 826,81% - - 826,81¢% -
Claims and judgments 640,18¢ 647,61€ (163,027 1,124,77" 1,124,77
Landfill obligation 925,352 - - 925,35¢ -
Note payable to CRIMaw 14€ 75,566 - (7,936) 67,630 7,760
Note payable to P.R. Dapant

of Labor Unemploymetaixes 181,78¢ - (172,261 9,55 9,55
Payment plans payable to

MedicaPlan - 744,33 (268,041 476,284 414,00C
Payment plans payable to

various suppliers 439,727 - (200,000 339,727 100,00C
Note payable #.R. Aquedur

and Sewer Authority 1,017,46¢ - (225,000 792,46¢ 180,00C
Payable to CRIM Property

taxes advances 213,87¢% - (51,681 162,192 -
Total $40941.77 $ 1,39184 $(2650,94p $39,682,76! $ 3.485,06:

B. Legal debt margin

For general obligation debt, the Municipality is subject to a legal debt margin requirement of 10%
assessment value of the property located within the Muoicipaitial obligation debt, this debt margin cann
exceed 10% of the average recurring operating revenues generated by the Municipality within the last t
fiscal year s. For obligations to b%® fheamndedd

determined based on the repayment capacity of each Municipafitydelmngxcept for general and special
obligation bonds and notes and Section 108 Loan Guarantee notes payable, is paid with unrestricted fund
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12. LONGTERM IABILITIES (CONTINUED)
C. General and special obligation bonds and notes

The Municipality issues general and special obligation bonds to prodifferemdsuioses suclthagcquisition of
equipmenthe construction of major capital facilitfes operational expenditB@sds payable stainding at June 30,
20Bare as follows:

Balance at
Description June 30, 2@L

2000Series gneral obligation bond for acquisition, construction or improveme
asses with an origihamount of $857,080e in installments of $19,000 to $57,000
January 2029, with a fixed interest rdtd@ %o $ 500000

2002Series gneral obligation bond for acquisition, construction or improveme
asses withan original amount of $2,015¢0G0 in installments of $30,000 to $1i
through July 2026, with interest ranging from 2.70% to 5.60% 1,13Q000

2003Series gneral obligation bond for acquisition, construction or improveme
asses$ with an original amount of $670J0@0in installments of $5,000 to $50,000
July 1, 2027, with interest ranging from 1.53% to 6.62% 37Q000

2003Series gneral obligation bond for acquisition, construction or improveme
asses with an original amount of $37@/080n installments of $9,000 to $24,000
January 1, 2030ith a fixed interest ragb% 229000

2003 Seriesegeral obligation bond for acquisition, construction or improveme
asses withan original amount of $1,091do@dn installments of $25,000 to $69,000
January 1, 2028ith a fixed interest ragb% 619000

2003Series gneral obligation bond for acquisition, construction or improveme
asses with a original amount of $1,000¢@0in installments of $20,000 to $75,000
July 2027, with interest ranging from 4.17% to 5.31% 575000

2003 Seriesegeral obligation bond for acquisition, construction or improveme
asse$ withan original amount of $1,385¢d0@0 in installments of $20,000 to $1I
through July 2027, with interest ranging from 4.17% to 5.31% 825000

2003 Seriesegeral obligation bond for acquisition, construction or improveme
asses with an original amount of $730d0@0in installments of 10,000 to $55,000
July 2027, with interest ranging from 4.17% to 5.31% 430,000

2004 Series gneral obligation bond for acquisition, construction or improveme
asses withan original amount of $1,005J0@0n installments of $20,000 to $75,000
July 1, 2028, with interest ranging from 1.53% to 7.00% 575000

2004 Series general obligation bond for acquisition, construction or improvet
assets ith an original amount of $495,000, due in installments of $10,000 to $3
July 1, 2028, with interest ranging from 2.36% to 5.31% 305,00C

2004 Series general obligation bond for acquisition, construction or improvet
assetsvith an original amount of $410,000, due in installments of $10,000 to $
July 1, 2028, with interest ranging from 4.17% to 5.31% 245,00C

46



COMMONWEALTH OF PUERTO RICO Notes to Basic Financial Stateme

MUNICIPALITY OF YAUCO For theFiscal Year Ended June 30, 2

12. LONGTERM LIABILITIES (CONTINUED)

Balance at
Description June 30, 2L

2005 Seriesegeral obligation bond for acquisition, construction or improveme
asses with an original amount of $21%/080n installments of $5,000 to $25,000
July 1, 2020, with interest ranging from 1.53% to 7.50% 45,000

2005 Seriesageral obligation bond for acquisition, construction or improveme
asses with an original amount of $28@080n installments of $7,000 to $19,000
January 1, 2030ith a fixed interest ra&% 182000

2005 Seriesegeralobligation bond for acquisition, construction or improvemen
asses$ with an original amount of $61%8060n installments of $30,000 to $60,000
July 1, 2019, with interest ranging from 2.43% to 6.62% 110,000

2005Series gneal obligation bond for acquisition, construction or improvemer
asses$ with an original amount of $8%/060n installments of $5,000 to $15,000 thro
2019, with interest ranging from 3.28% to 4.73% 20,000

2007 Series gneral bligation bond for acquisition, construction or improvemen
asses with an original amount of $1,30d080n installments of $52,000 to $1:
through July 1, 2021, with interest ranging from 1.53% to 7.00% 485000

2007Series gneaal obligation bond for acquisition, construction or improvemer
asse$ with an original amount of $13%060n installments of $5,000 to $10,000
July 1, 2031, with interest ranging from 2.43% to 7.00% 80,000

2008 Series geak obligation bond for acquisition, construction or improvemer
assets with an original amount of $3,785,000, due in installments of $60,00
through July 1, 2033, with interest ranging from 4.38% to 7.00% 2,985000

2008 Sers general obligation bond for acquisition, construction or improvema
assets with an original amount of $32[600 installments of $5,000 to $30,000
July 1, 2032, with interest ranging from 1.53% to 7.50% 255,000
2009 Seriegeneral obligation bond for acquisition, construction or improveme
assets with an original amount of $295,000, due in installments of $5,000 to $
July 1, 2028, with interest ranging from 1.53% to 5.40% 200,00C

2010 Seriegeneral obligation bond for acquisition, construction or improveme
assets with an original amount of $1,940,000, due in installments of $25,00
through July 1, 2034, with interest ranging from 4.75% to 7.00% 1,625,00(

2010Series general obligation bond for acquisition, construction or improvernr
assets with an original amount of $3,020,000, due in installments of $50,00
through July 1, 2034, with interest ranging from 4.75% to 7.00% 2,530,00(

2010 Series general obligation bond for acquisition, construction or improvet

assets with an original amount of $680,000, due in installments of $10,000 to §
July 1, 2034, with interest ranging from 6.00% to 7.50% 580,00C
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12. LONGTERM LIABILITIES (CONTINUED)

Balance at
Description June 30, 2L

2012 Series pecial obligation bond for operational expenses with an original
$3,430,00@ue in installments of $20,000 to $305,000 through Julyvith 2ti88e<
ranging from 6.00% to 7.50% 23855000

2012 Series pecial obligation bond for operational expenses with an original
$4,656,00@ue in installments of $31,000 to $391,000 through July 1, 2036,
ranging from 6%Go 7.50% 4056000

2012 Series pgecial obligation bond for operational expenses with an original
$2,445,00ue in installments of $15,000 to $205,000 through July 1, 2034,
ranging from 6.00% to 7.50% 2,130000

2013 Series pecial obligation bond for operational expenses with an original
$5,753,00@ue in installments of $10,000 to $498,000 through July 1, 2036,
ranging from 6.00% to 6.50% 5,683,000

2013 Sries pecial olgation bond for operational expenses with an original
$640,000ue in installments of $15,000 to $55,000 through July 1, 2031, with in
from 6.00% to 6.50% 520000

2012Series general obligationd for infrastructure ivgmerg with an original amoun
$230,000due in installments of $5,000 to $20,000 through July 1, 2037, with in
from 6.00% to 7.5% 205000

2012Series gneral obligation bond for acquisition, construction or improvermassef
with an original amount of $30%080n installments of $5,000 to $30,000 throug
2037, with interest ranging from 6.00% to 7.50% 28,000

2013 Series pgecial obligation bond for operational expenses with an original
$870,000due in installments of $10,000 to $75,000 through July 1, 2037, with in
from 6.00% to 7.50% 810000

2014 Series special obligation bond for operational expenses with an origil
$465,000, due in installments @f0$® 35,000 through July 1, 2038, with interes
from 6.00% to 7.00% 435,00C

2014 Series special obligation bond for operational expenses with an origil
$150,000, due in installments of $5,000 to $10,000 through Julthlint2088}, rangil
from 6.00% to 7.00% 130,00C

2014 Series general obligation bond for acquisition, construction or improvement
with an original amount of $525,000, due in installments of $15,000 to $55,000
2033with interest ranging from 6.00% to 7.50% 480,00C

Total $ 32,484000
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These bonds are payable from the ad valorem property tax of 1.75% which is restricted for debt service and re
Governmeimevelopment Bank for Puerto Rico for such pthipdSeses 2012, amour#h§56,000 and the Series
2012, amountifig, 445,000 are payable with the revenues generated from the collection of the .002% of the munic
and use taxes redemptiod.fu

Annual debt service requirements to maturity for bonds payable are as follows:

Year Ending

June 30, Principal Interest
2019 $ 1,427,00 $ 1,818,48
2020 1,539,00( 1,749,68¢
2021 1,547,00( 1,665,08:
2022 1,656,00( 1,591,33¢
2023 1,839,000 1,595,33(
20242028 9,912000 6,816,55(
20292033 9585000 3,572,34¢
20342038 5,134000 661,68%
20392043 45000 1,54
Total $ 2.484000 $19,472.07:

D. Section 108 Loan Guarantee notes payable
Outstanding
Amount

The Municipality entered into a financing agreement with the U.S. D
Housing and Urban Development (HUD) through a contract for Loa
Assistance under Section 108 of the Housing and Community Act
amended. This agreemerd iwaued on August 7, 2004 in the amo
$4,000,000 for public improvements and municipal facilities reconstrL
The note is payable in annual installments of $215,000 to $209,000 th
1, 2011, bearing interest rates from 33@%B%403.25% at June 30, 2017)
payment of principal and interest of these notes are made from apy
funds from the Community Development Block Grants/Entitlement Gr:
and from the program income generated from the projelctgitfindoecan:
Debt service requirements in future years are as follows:

$ 2,474,0C
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D. Section 108 Loan Guarantee notes payedhtinued)

June 30, Principal Interest
200 $ 222,000 $ 91,782
2@0 223,000 84,640
202 224,000 77,118
202 225,000 69,081
2023 226,000 60,556

202-208 1,145,000 165,726

2032038 209000 4,546
Total $ 2474000 $ 553,449

E. Compesated Asences The goverrantwide statement of net positidodes approximatel9&86bf accrued
sick leave benefits, and approximétolpsa f accrued vacation benefits,
to fund such costs frotark operations.

F. Claimsand pdgments- These amounts represent the balance related to legal claimai8une 30,

G. Landfillobligations— State and federal laws and regulations require the Municipality to place a Sitahdfiver on
site, whe it stopaccepting waste, and perform certain maintenance and monitoring fugitetifors3at ytbars after

closure. I n accor da nAcemuntimg foriMuniBipah $okdiastet Laniifill Closdre3 andsF
closure Care Cdsts Muricgality has performed a study of the autedexto be implemented at the
Municipality’ s |l andfil!]l to guarantee the maxi mun

regulationsThe management has not evalustestihate of the total current cost related to the closure and
closure care of its Municipal Solid Waste Landfill Facilities recordarorast diatulity governmental aities.

The Municipality has r e s estinmiedzcartent oSt foblandfib Gosuee sluspaste
costs as afune 30, 2018ctual costs may be different due to inflation, changes in technology, or changes in
regulations. The balance of closure aclhfust costs are reparigtie governmavitde statement of net position.

H. Note payable to CR&8Maw No. 1460n September 24, 2002, the CRIM, on behalf of the municipalities of Puer
entered into a financing agreement with GDB pursuant to the provisions of Cmtobler 1462001. The purpose
of thidinancing agreement was to extinguish in advance certain bonds payable issued by ti@oRdrhtidrinance
a subsidiary of the GDB, which were originally issued to pay certain property tax receivalhesmiypaditids/ of
Puerto Rico through 1996. The outstanding balance of thelendtetpay@RIM at June 308 28iounted to
$67,630.

I.  Note payable to P.R. Department of L-alluis amount represents the balance owde. RiDlepartment of loab
regarding a repayment plan made du82920The balance at June 308 @Dthis agreement waH35

J. Payment plans payableNtedicaPlan-These amounts represent the bal
208. The outstanding amasi$476,284.

K. Payment plans payable to various suppifith e s e amounts represent tmhe be
30, 20& The outstanding amount is $339,727.
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L. Note payable to P.R. Water and Séweéhority— During fiscal year 2Q@087 the Municipality entered into an
interagencggr eement with Puerto Rico Aqueduct andforSew
water and sewer services. The balance at JOh8 8DtHiagreement was $792,468.

M. Note payable to CRBVProperty advances This amount represents the balance owed to the Municipal Rev
Collectio Center (CRIM) at June 30,. Hat8roperty taxes advances received in excess of actual collectiol
determed i n pri or ye afmhebuts@iihgdmdufiéRd92. set t |l ement s.

13. NET INVESTMENT IN CAPITAL ASSETS

14.

The net investment in capital assets component of net position consists of capital assets, net of accumulatec
reduced by the stainding balanceshohds, notes, mortgages or any other liabilities that are attributable to the pt
construction and improvement of those assets. The portion of the debt attributable to unspent proceeds should
in thecalculation.sff June 30, 2018e amount of net investment in capital assets is as follows:

Description Amount
Capital assets, net $ 50,223,47:
Outstanding balance on capéated debt (18,549000)
Unspent proceeds of capitddted bonds amates 112,27¢
$ 31,786,75:
PROPERTY TAXES

The Municipal Revenue Collection Center (CRIM) of the Commonwealth of Puerto Rico is responsible for th
collection and distribution of real and personal property taxes. Thena&pooppessis sedbessed by the taxpayer.
The assessment is made on a return, which must be filed with the CRIM by May 15 of each year and is based
value at the date of the assessment. Real property is assessed by the GRijeneTdleatdessed on January 1 on all
taxable property located within the Municipality and is based on the current value existing in the year 1957.
property, the tax is due with the return filed on or before May 15. Taxes on rela¢ praigesty tnayequal installments,
Julylstand January 1st. Total tax rates in force as of Jurga8®,828% for personal property ar83%0for real
progerty. The distribution of thetsefollows:

Personal Real
Property Propety
Basic property tax rate, which appropriated for genel
purposes and accounted | 4.00% 6.00%
Percent that belongs to 1.03% 1.03%
Percent that belongs to the Municipality debt service 3.50% 3.50%
Total tax rate: 853% 10.53%
Discount granted by law to the taxpayers but reimbut
Municipality by the P.R. Trgd3epartment (.20%) (.20%)
Total percent to be paid by taxpayers: 8. 3% 10.33%
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Residential real property occupied by its owner is exempt by law from property taxes on the &ssteb$8@08al0€1h
For such exempted amounts, the Puerto Rico Department of Treasury assumes payment of the basic tax to tt
except for residential units assessed at less than $3,500 on which a complete exemption is grantede®enpnue re
property is recorded in the General Fund. The Municipality grants a complete exemption from personal property
assessment value of $50,000 to retailers with annual net sales of less than $150,000.

Collections from the Basic Tax3pMasof net revenues from the lottery system and 2.5% of net internal revenues
Commonweal th’s Gener al Fund correspondi ng t &Municipae m
Matching Funevhere AAFAF serves as trastdea private bank serves as the custodian. Collections of this fun
distributed among the municipalities following specific rules and formulas set forth by law. Collectiondi¢hat cor
Commonwealth CAE Tax are transferreddmthenwehlGeneral Obligation Redemptiomifditisbse that correspond

to the Municipal CAE Tax and any other revenues that are needed to service municipal general obligatitves are tr
Municipal Public Debt Redemption Fund

TheMunicipal Public D&2demption Fuisda trust fund in which GDB serves as trustee and a private bank serves
custodian. It was established for the deposit of any CAE Tax it collects on behalf of the municipalitiesstPursua
Deed,the Municipal Public tDBedemption Fuisdcomposed of two Gubds: (1) the GDB Skebnd and (2) the
MFA/Private Sector -ubd. In the GDB $und, the CRIM was required to deposit on a monthly basis the CAI
revenues necessary to meet annual debt service ondmads, loahs issued by GDB. MF®éPrivate Sector Sub
Fund the CRIM is required to deposit on a monthly basis the CAE Tax revenues necessary to meet annual de
bonds, notes and | oans i ssued o,rthe fedenalgdvernment or privage baniss!
The GDB StHund remains at GDB but the CRIM is not depositing CAE Tax revenues since April 2016. Subsec
date, all CAE Tax revenues are deposited by the CRBAIR1ilvate Sector-Hubhd held by private commercial bank.
Since January 2017 principal and interest payments on bonds, notes and loans issued by GDB are also se
MFA/Private Sector-Subd

TheMunicipal Public Debt RedemptiomsFautrdst fund in which AAFAF sertrestas and a private bank serves as the
custodian. Pursuant to the Trust Dektlirticgpal Public Debt RedemptioisFaomaposed of two -Fulnds: (1) the GDB
SubFund and (2) the MFA/Private SectdiusiibTh&DB Sulbund accounts for the MpaiciCAE Tax revenues
necessary to meet annual debt service on bonds, notes and loans issued by GDB. Since April 2016, Munic
collections of the GDB-Buird are deposited in a private commercial bitikA/Pnizate Sector -Hubdaccounts for

the Municipal CAE Tax revenues necessary to meet annual debt service on bonds, notes and loans issued or
Munici pal Finance Agency (“MFA”), the f edeMRAIIPrivgt® v e
Sector Subundare deposited in a private commercial bank. Once a reserve equivalent to twelve months of debt s
outstanding general obligations is funded, any surMusiicighePublic Debt RedemptiomsFlaced at the disposal of
the Municipalt y . Upon request and approval of AAFAF, once
distributed to the Municipality net of withdrawal for payment of debts to governmental agencies, if anyd§&eneral
are transferredttch e Muni ci pality’s general fund. TheutirMherebt i |
service fund and as trangfieitse general fund.

Certain of these excess funds of fiscal years prior to 2017 were invested by Gibieinanofhcatgstiof deposits held
by GDB in the Municipality’s name. Those funds ar
information on the RSA, ref¢oteR4

The CRIM advances funds to the Municipality based ateaof epticial governmental subsidies and the property taxe
be levied and which are collected in subsequent periods. This distribution includes advances of property tax a
municipal equalization fund from the Commonwealth government.

52



COMMONWEALTH OF PUERTO RICO Notes to Basic Financial Stateme

MUNICIPALITY OF YAUCO For theFiscal Year Ended June 30, 2

14.

15.

16.

PROPERTY TAXESNTINUED)

The CRIM is required by law to prepare a settlement statement on a fiscal year basis, whereby a comparison is
the amounts advanced to the Municipality and amounts actually collected from taxpayers. 9 laepGHivnamepare
settlement not later than three months after fiscal gedra final settlement not later than six months afterefiscal yea
If actual collections exceed the advances, a receivable from CRIM is recorded. However, ibatha e etmesd

a payable to CRIM is recorded. This amount is recordeniragiilytg The Municipality has a net receia@2e408%
resulting from the final settl ement of falasce Sheetsneea r
it was collected after the availability period

MUNICIPAL LICENSE TAXES

The Municipality imposes a municipal license tax on all businesses that operate within the Municipality,ovhich a
partially exempt from the taxigotrgéo the Industrial Incentives Acts of the Commonwealth of Puerto Rico. This
assessed tax based on the business volume in gross sales as shown in the tax return that is due on April 15
Entities with sales volume of $3,000000anust include audited financial statements together with the tax return.

During the fiscal yeaded June 30, 20th@ tax rates were as follows:
1. Financial busine4s50% of gross revenues
2. Other organizatie50% of gross revenues

This taxsidue in two equal installments on July 1 and January 1 of each fiscal year. A discount of 5% is allow
payment is made on or béfgrdusiness days aftpril 15Municipal license taxes collected prior to June 30 but pertai
to the neaxiscal year in the amount 898,85 recorded as unearned revenues.

SALES AND USE B

On July 4, 2006, the Commonwealth Legislature app
Revenue Code of 1994 to provide, arhenghatgs, for a sale and use tax (SUT) of 5.5% to be imposed b
Commonwealth Government. Act 117 also authorizes each municipal government to impose a municipal SUT
municipal SUT has in general the same tax base and limitatifrsufgmegissed foods) as those provided by th
Commonweal th’ s SUT.

On July 29, 2007, the Commonwealth Legislature approved Act No. 80 (Act 80), which amends Act No. 117 of
impose to all the Municipalities of Puerto Rico a unifoamStdunadif.5%. Effective August 1, 2007, 1% of the 1.59
collected by the Municipalities and the remaining .5% of the 1.5% is collected by the Puerto Rico Departmel
(PRDT).

The amount collected by the PRDT, (.5% of the 1.5%) isirdegmusiteds or special funds in the Government:
Development Bank of Puerto Rico (GDB), subject to restrictions imposed and distributed as follows:

1 .2% of the .5% will be deposited in a Municipal Development Fund to be distributed amorniggiithe mu
accordance with a formula created by the Act,
1 .2% of the .5% will be deposited in a Municipal Redemption Fund to finance loans to Municipalities ar

1 .1% of the .5% will be deposited in a Municipal Improvement Fund to finance capjialjeofsovmsent
funds wil |l be distributed based on | egislatio
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Effective January 1, 2011, the Commonwealth of Puerto Rico adopted a new Internal Revenue Code (2011 PR C
(Sections 4010 to 4070) of the 2011 PR Code incorporates the dispositions applicable to the SUT. As stated by
the Municipalities may use the SUT proceeds to finance solid waste, recyc|eqys,chpiith prad public safety
programssawell as any other activity that promotes sound public administration.

On June 30, 2013, the Commonwealth approved Act No. 40 which, among other things, reduces the municipal
to 1% and increases the Conwedacembarllt 20TRis AcBWAT sulbseqoemtly 5
amended to change this effective date from December 1, 2013 to February 1, 2014.

In order to address the fiscal and credit crisis of the Commonwealth of Puerto Rico, the GDB liquiditgland the
situation of the municipalities of Puerto Rico, on January 24, 2014, the Commonwealth approved Act No. 18 and
provide for the restructuring and creation of financing structures from SUT sources to guarantee andepay muni
debtissuances.

Act No. 18 creates a special fund called the Municipal Administration Fund (FAM), under the custody of the
Development Bank of Puerto Rico (GDB), which permits the municipalities to guarantesraddhpantbpgovide
fund for its general operations. In addition, this Act improves the financing capacity of the Puerto Rico Sales -
Corporation (COFINA), a Commonwealth fund administered by GDB and the P.R. Secretary of Treasury. The A
special praions for municipalities that do not want to be covered by the Act.

After July 1, 2015, the 6% corresponding to the C
Commonwealth will deposit .5% in the FAM. Distribution tpaliteesuilicilepend on whether the municipalities sign
an agreement to be covered or not covered by the
covered.

For municipalities covered by the agreement, the .5% huilidabadigtilows:

1 .2% will be deposited in the Municipal Development Fund to be distributed to the municipalities,

1 .2% will be deposited in a Municipal Redemption Fund to then be deposited in the municipalities gene
municipalities have tipgiam to maintain funds in the Municipal Redemption Fund or to transfer funds 1
Municipal Development Fund to increase its debt margin and issue loans to be obtained from financial ir

1 .1% will be deposited in a Municipal Improvemenfiframcke capital improvement projects; these funds will
di stributed based on | egislation from the Comm

To the extent the amount of Commonwealth SUT collections available for deposit into the FAM during thiay fiscal \
the amount attributable to 0.5% of the Commonweal'tt
to cover any such shortfall.

For municipalities not covered by the agreement the .5% will be distributed as follows:

1 .2% will é& deposited in the Municipal Development Fund. Section 4 of the Act requires amounts depo
Municipal Development Fund of municipalities not covered by the Act to be redistributed to the municipe
by the Act,

1 .2% will be depositecaiMunicipal Redemption Fund to guarantee and #epay debg through any financial
institution (each semester the municipalities may transfer to their general fund the funds in excess of
requirements),

1 .1% will be deposited in a Mahiohprovement Fund to finance capital improvement projects; these funds
di stributed based on | egislation from the Comm
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SALES AND USE TAXES (CONTINUED)

Act No. 19 creates the Municipal Finance Corporation (COFtdjparatibiicand a component unit of the Governmen
Development Bank of Puerto Rico (GDB) which may issue, pay or rfinantabiafgmunicipalities. Principal and
interest of these bonds and loans will be guaranteed with the municisa &alesf 486, UThe Act also includes specia
provisions for municipalities that do not want to be covered by the Act.

After July 1, 2015, the 1% corresponding to the mu
COFIMWil deposit to the COFIM s sinking fund the grea
Fee (RFA). The RFA for fiscal yea2@DA 4vill be $65,541,281 (Original RFA) and thereafter, will be 1.5% of the RF
preceding fisa | period. The excess amount of 1% municipal
fund (the “COFIM 1% Municipal Transfer”) is tricansf
Fund as decidey éach municipality. Before the COFIM 1% Municipal Transfer is made to the municipalities cov
Act, COFIM will transfer the 1% municipal SUT to the municipalities not covered by the Act. These munitipalitie
loans guaranteed by ®OFIs si nking fund.

I f at any moment the required deposits to thenCOFI
outstanding obligation, the deficiency vbudhget. be cov

Individuals, organizations and entities subject to the collection of the municipal sales and use tax m@DHEVA tax r
The tax is due on or before the 20th day of each month based on the tax collected in the precedasgonoeidedCOFI
retailers three alternatives for the fill i nnghebank t h
branches of the financial institution designated by COFIM to be its intermediary, the PofuRicBankdBPirethe
collections offices of the municipalities that have been certified as collection agents of COFIM.

COFIM established a system of monthly advances for the transfers of the .2% destined for the Municipal Deve
(FDM), the .2f#lated to the Municipal Redemption Fund (FRM) and the COFIM 1% Municipal Transfer. Each mo
will make the FDM, FRM and COFIM 1% sales and use tax transfers based on the amounts collected that san
preceding fiscal year £218).

At the end of the year, a settlement will be made comparing the actual collections of the FDM, FRM and the C(
and use tax with the monthly advances made to each municipality. If actual collections exceed the total advanc
account receivable from GDB will be recognized; if actual collections are less than the total advances, a payable t
be recognized and amortized through pro rata deductions from the next fiscal yeafTbasfinat eatibesient for the
fischyear ended on June 308 Bas not been issued by COFIM.

For the fiscal year ended June 3),tB@Municipality recorded as reve688,82M the General Fund a24$07Mn
the Debt Service Fund.

RETIREMENT PLAN

General description

The Munci pal ity is a participating employer in a ret
Government of Puerto Rico and its Instrumentalities (ERS). ERS coveredialerpgblar déatiployees working for the
executive anedislative branches of the Commonwealth and the municipalities of Puerto Rico (including m
firefighters and police of Puerto Rico and employees of certain public corporations not having their owRnietiremen
to July 1, 2013, thetsyn operated under the following benefits structures:
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General descriptigicontinued)
T Act No. 447 of May 15, 1951 (“Act 447") effective

1 Act No. 1 of Februaryll® 9 0 (for Mamibersihite)l on or after April 1, 1990 and ending on or before Decemt
1999,

1 Act No. 305 of September 24, 1999 (which amended Act 447 and Act 1) for members hired from January 1, 200(
2013.

Employees under Act 44d@ Act 1 are participants of asltashg multiple employer defined benefit plan. Act 3
members are participants under a pension program known as System 2000, a hybrid defined contributior
System 2000, there was a pool of pension asstets by the System, together with those of the current defined b
plan. Benefits at retirement age were not guaranteed by the Commonwealth and were subjected to the tota
balance of the savings account.

Effective on July 1, 2013, 6ctN 3 of 2013 (“Act 3”7) amends the pr
ERS. Act 3 moves all participants (employees) under the defined benefit pension plans (Act 447 and Act 1) &
contribution plan (System 2000) to afireed dontribution hybrid plan. Contributions are maintained by each par
in individual accounts. Credits to the individual accounts include: (1) retirement benefits accrued and sa
balances under the provisions of Act 447, Act dteand?8§0 as of June 30, 2013; (2) contributions made by
members of ERS after June 30, 2013; and, (3) the investment yield for each semester of the fiscal year.

Benefits provided

Eligibility for retiremeydt 3 establishes the following retirgligdnility requirements: (1) Act 447 regular employe
upon attaining a range between 59 to 61 years (depending of date of birth) and 10 years of creditable sen
employees upon attaining 55 years with 30 years of creditable seevic20(8) 1@gstiar employees upon attaining «
range between 61 to 65 years (depending of date of birth) and, (4) Act 3 employees hired after July 1, 2013
67 years. High risk employees (state and municipal police, firefighters andsyustoely Afticid7 and Act 1 will be
eligible at 55 years with 30 years of creditable service, for System 2000 employees at 55 years of service
employees hired after July 1, 2013 upon reaching 58 years.

Accrued benefitdl members are deditto a lifetime annuity based on the balance of the deferred contribution in
account at the time of the retirement calcul ated
rate of return. For Act 447 and Adtd @antticipants, all retirement benefits accrued through June 30, 2013 were
and thereatter, all future benefits accrue under Act 3 plan.

These participants will receive a pension at retirement age equivalent to what they have acéraed Antlér Act
up to June 30, 2013 plus the lifetime annuity corresponding to contributions made to the individual accour
2013 as described above. Act 447 participants, except police and mayors, may elect to coordinate covera
Secu ity benefits (“Coordinated plan”). Under this
of the Social Security Retirement Age. For all members, if the balance of the defined contribution individual
than $@,000, the amount shall be paid as a lump sum instead of an annuity. Effective July 1, 2013, the mini
pension amount for members who retired or disabled before July 1, 2013 is $500.

Termination bendffembers are eligible to a lump sum pafthentlefined contribution individual account as of t
date of the permanent separation of service upon termination of service prior to 5 years of service or if the |
defined contribution individual account is less than $10,000.
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Deferred retiremeltembers are eligible at the applicable retirement eligibility age to a lifetime annuity bas
balance of the deferred contribution individual account plus the accrued benefit as of June 3Gar&D28t(for Act
members) upon termination of service with 5 or more years of service (10 years of creditable service for Act
members) but prior to the applicable retirement eligibility, provided the member has not taken a lump sum w
the defined contribution individual account.

Death benefitsor nometired members, their designated beneficiaries will receive a refund of the balance of th
contribution individual account plus the accrued benefit as of June 30, 202 ZarftbrA&ttl4members). For
pensioned members retired prior to June 30, 2013, the annual income to a widow or widower or dependent cl
to 60% of the retirement benefit payable for life for a surviving spouse or disabled childrénagedlBayablgeun
25 if pursuing studies for-disgbled children. For pensioned members retired after June 30, 2013, payr
beneficiaries will be the excess, if any, of the balance of the deferred contribution individual accountgfius the :
as of June 30, 2013 (for Act 447 and Act 1 members) over the total annuity payments paid to the men
beneficiaries.

Disability benefidembers who are permanently separated from service due to total and permanent disabil
disabity pursuant to Act No. 127 of June 27, 1958, as amended, or due to terminal illness, as determ
Administrator, shall be entitled to the balance of the deferred contribution individual account in a lump sum,
grant of an annuity,any other optional form of payment pursuant to-BHet@irABt No. 447, at the option of the
participant, plus the accrued benefit as of June 30, 2013 (for Act 447 and Act 1 members) at the applical
eligibility age. Beginning on Jur&® 88, no disability pensions shall be awarded pursuant td @2thinn2 21 of

Act No. 447.

A disability benefits program is established which shall provide a temporary annuity in the event of total al
disability. Disability benefitg be provided through one or more disability insurance contracts with one or more
companies authorized by the Office of the Commissioner of Insurance of Puerto Rico to conduct business i
The determination as to whether a mepsotially or totally and permanently disabled shall be made by the insi
company that issues the insurance policy covering the participant.

Special laws and pensioner additional bEmeflitkinicipality is required to cover other retirenendf hnedtired
empl oyees (if retired prior to July 1, 201 3)ad as
hoc cost of living allowance adjustments (COLA) provided in prior years; (2) varicusiditiecial faiwwsnu
pension benefits and, (3) Act 3 retired pensione
applicable only to employees who retired prior t
includs: (1) a medication bonus of $100 per member which shall be paid no later than July 15 of each year; (2
bonus of $200 per member which shall be paid no later than December 20 of each year and, (3) a matching s
for healthcareinsance pl an. These costs are billed by ERS

Retirement systems reform

Act No. 106 of August 23, 2017 (" Act 106") was e
dispositian provide the necessary legal and operational structure of the determination and payment of accr
benefits as of June 30, 2017, the creation and
governance and administraifactive on July 1, 2017. Those dispositions are summarized as follows:
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Determination of accrued pension benefits as of June 30, 2017 and payments

Effective July 1, 2017 participants ceased to accrue new pensamid laeeefitslonger able to make direct credi
payments or to make additional contributions to the ERS. The ERS created and will maintain, for each partic
beneficiary, an individual record as of June 30, 2017 which includes the admuoetitpeasiployment history and
accumulated contributions made. All benefits including retirement, disability, death, and other pensioner add
were determined in accordance to the specific benefit structures under Act 447arWattAtt Acarddvill be paid
based on the information provided in the individual record. The accrued pension benefits will be funded throug

The net proceeds of the sale of ERS' s asset s,
Apayasyoug o ( “Pay Go” ) char ge tneddyBRSapddiletd bytche PRDM,t e |
Commonweal th' s |l egislative expenditure appropr
Donations by any public or private entity,

25% of first or periodic payments orppuhbtie partnership contracts,

Ot her funds deter mi islatdre.by t he Commonweal th’ s |1

=A =4 a8 _-a_a_-°

On June 27, 2017 the PRDT issued the Circular Letter4Bib7 180€ommunicate to the Commonwealth, th
Municipalities and other participants of the ERS the conversion procedures to a new PayGo model, effective ¢
Under the P@p funding, the participant employers directly pay the pension benefits (including other specic
additional pensioner benefits) as they are due rather than attempt to build dprets$etisréolqmeefits. This funding
method allows therredime nt systems to continue to pay benef.
addi tion, as a result of the i mplementation of
contributions were eliminated. Paymentdarby the employers (the Municipality) through a government treasury
account (TSA) maintained on a separate trust under the custody of PRDT. TSA funds are deposited and mr
private commerci al b a n lsets bécome idepleted xthe @ayGactarge Wwilkiricreasea ©n
20, 2017 ERS sold investments for approximately $297 million.

Act 106 includes penalties and specific procedures for collection of unpaid PayGo charges. Each beneficiary
pensioed will have personal collection rights against every incumbent, head of agency, director of budget or fi
officer with responsibility at government, public enterprise or municipality to claim unpaid contributions st
effective daté the Act and demand that they be paid as required. For municipalities, it authorized a legal lien of
to be collected by the CRIM through the monthly advances. During the fi20&Byéae RBQdrvicipality was billed and
recorded as Pay@xpenditures the amoumt@f,$65.

Creation and transition to a new defined contribution plan

GeneralEf f ective July 1, 2017, a new defined contrib
covers all active partitipaof the ERS as of that date and participants enrolled in the public service after that
Retirement Board (as discussed later) is responsible for oversight of the DC Plan; the PRDT currently serves
and cust odi assety which drededosited fhla arivatesbani account. The transition to the new Dt
currently in process. In accordance with Act 106 requirements, the Retirement Board is evaluating proposal
plan administrator which will perfornmkeepimd and management functions for the DC Plan, including the develc
and adoption of a plan document, effective July 1, 2019. The transition includes the creation of a separate
transfer of participant accounts.
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17. RETIREMENT PLAKDONINUED)

Participant accounts and contribukands are maintained in individual accounts for each participant which are «
wi t h p a r-taxicentriputonstandsnvegtmeant earnings. Participants are required to contributegaddsast 8.5
salary. The Plan provides for voluntary addittematgnibutions as permitted by the Puerto Rico Internal Rev
Code of 2011 (“2011 PR Code”). After July 1, 201 ¢
investment options offered by the DC Plan.

Payment of benefitdpon termination of service a participant or the participant beneficiaries may elect to r
amount equal to the value of t he-sumamouni, maingmia his or ser i
account inthe DC Plan,eomle r t heir account to a qualified pla
account balance will be distributed to its designated beneficiaries. Distributions are sabjecatcondance with
the provisions of the 2011 PR Code. For participants of the DC Plan with accrued pension benefits as of J
benefits wildl include amounts of partici péarouaghthe i r
PayGo system.

Reform of ERSO6s governance and administration

Act 106 creates a Retirement Board composed of thirteen (13) members (government officials, representativi
judicial system, public corporations and mayors) adeshhre@oard of Trustees and perform overall governance «
retirement syst ems, including ERS, the Teachers ¢
under the new administrative structure will be transferredetogeslic @nformity to Act No. 8 of 2017.

Pension liabilities, pension expense, and deferred outflows/inflows of resources related to pensions; other req
disclosures under GASB Statement No. 73

As discussed above, pursuant to Act 106, padeaganiso accrue new pension benefits and are no longer abl
make direct credit payments or to make additional contributions to the ERS. In addition, benefit payments are
a PayGo funding system, a TSA account under the custody of@RBifieththra separate trust fund. Plans operate
under various benefit structures prior to July 1, 2017 are administered by the new Retirement Board through &
do not meet the requiremer@A8B Statement No. &S3of July 1, 2017. lagtethe employers may be subject to the

requirements GASB Statement No. B3Accounting and Financi al Reporti
Not within the Scope of GASB Statement 680.
However, as indicated in the BaBdviens©pinios e ct i on of the independent al

to the Municipality the financial and technical information necessary for the proper recognition and reporti
pension liability as of June 30, R8X8result, managentes not been able to implement the accounting and finan
reporting requirements for pensions that are provided to the employees of state and local governmental emg
pension plans trusts that do not comply with the criteria seGiASIB iStédtement No. 68. The effects of this departt
from U.S. generally accepted accounting principles in the assets, liabilities, deferred outflows/inflows of resc
position of the Municipalitwatthistneover nmental activ

18. OTHER POSTEMPLOYMENT BENEFITS (OPEB)
Plan description

The Municipality is a participating employer in t
I nstrumentalities Medi#&BC”)nsBREnMEPEI| aa E&-amployerd b o
defined benefit plan sponsored by the Commonwealt
government, and certain municipalities of Puerto Rico and certainnitisngbahenCoammonwealth not having thei
own postemployment benefit plan, are covered by the OPEB. Commonwealth employees became members |
of employment. Plan members were eligible for benefits upon reaching the pension bagexfits retirement a
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18. OTHER POSTEMPLOYMENT BENEFITS (@PEBNUED)

Benefits provided

ERS MIPC covers a payment of up to $100 per month to the eligible medical insurance plan selected by
provided the member provided the member retired prior to ity No2@B3, as amended by Act No. 3).

Contributions

The contribution requirement of ERS MIPC is established by Act No. 95 approved on June 29, 1963. This
financed by the Commonwealth oragygaigo basis. The funding of the OPEfdenprovided to the ERS through

| egi sl ative appropriations each July 1 by the Cc
corporations without own treasuries employees, and by certain public corporations with owmictaaslitiess fand
their for mer empl oyees. The Municipality’'™s <cont:
contribution requirement from the plan member during active employment. Retirees contribute the amount of
insurance premium not covered by the Commonwealth contribution. As a result, these OPEB are 100% u
legislative appropriations are considered estimates of the payments to be made by the ERS for the healtt
throughout the year.

OPEBiabilities, OPEB expense, and deferred outflows of resources and deferred inflows of resources relate
OPEB; other GASB Statement 75 required disclosures

The ERS have not issued its audited financial statements as of and for the fiscal y&@y 20itiédcha@duhas it
provided the Municipality with the audited schedules of employment allocations and OPEB amounts by emplc
30, 2017 (Municipality’s measurement dat e) , nece
“Accainting and Financial Reporting for Postemployment Benefits Other Than Pansion®e f June 30
amounts to be reported as deferred outflloms of resources related to OPEB, the net OPEB liability, appli
disclosures and reqiisapplementary information have been omitted.

19. DISASTER GRANGBEMAS HURRICANES IRMA AND MARIA

In September, 2017 the island was impacted by Hurricanes Irma and Maria, a major category 4 hurricanes, ca
widespread destruction in mags ancluding infrastructure, housing, environment, public and private prope
disrupting the Commonwealth and municipal operations. Since the U.S. President approved a disaster declar:
Rico, federal disaster assistance has beenaitable & supplement the local recovery efforts in the affected areas
Municipality performed an assessment of all suffered damages and performed significant recovery efforts,
municipal funds. Management has submitted claims tocorapaaries and evidence of recovery related costs to |
Feder al Emergency Management Agency (“FEMA”) for

Incurred and claimed eligible costs included force account overtime hours, force accenta efiegmpntent,
materials and contracted services for debris removal, among others. Incurred costs, were approved and r
FEMA as follows:

Total Disaster

Description Hurricane Irme Hurricane Mari Grants Fund
Costs incurreddareimbursed in fiscal year-2018
$ 134,99¢ $ 1,054,33 $ 1,189,32
Costs incurred in fiscal year-2019 and subsequen
reimbursed or pending for reimbursement - 918,87! 918,87!
Total $  134,99¢ $ 1,973,20 $ 2108,20:
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20. TAX ABATEMENTS
A. Act 168 of 1968, asamentlddAct t o Grant Tax Exemptions to Hos

PurposeTo grant tax incentives to hospitals athalr ot
developmeby providing the ability to raise funds to invest on their own operational needs.

Tax Benefits/[Exemptions:

1 Tax credit up to fifteen percent (15%) of the total eligible payroll expense to be used to reduce up tc
(50%) ahcome taxes over eligible health service revenues.

1 Exemption of a hundred percent (100%) from the payment of real and personal property over ass
provide health services.

1 Exemption of a hundred percent (100%) from the payment of sizés exasdhe acquisition of any
equipment, machinery and effects used to provide medical diagnostics and treatments.

1 No hospital or eligible health service facility shall be subject to municipal license taxes, excise taxe
municipal income ®ilevied by a municipal ordinance.

B. Act2250f1995, asamentdédAgr i cul t ur al Tax I ncentives Act o

PurposeiTo establish public policy in the agricultural sector and other related economic sectors. Also, to ¢
requirementsftdegtiatmeysasahtdona provide them wi
taxes, property taxes (real and personal), municipal licenses, construction excise taxes and any other stat
taxes or rights.

Tax Benefits (Exemptions):
1 Exemption of ninety percent (90%) of income taxes for revenues earned from agricultural business.
9 Tax credit up to fifty percent (50%) of the total eligible investment.

1 Exemption of a hundred percent (100%) for the payment of real and pgrsover aseptstused
intensively for agricultural businesses and purposes.

1 Exemption of a hundred percent (100%) for the payment of state excise taxes over the acquisi
equipment, machinery and effects used in the agricultural business.

T No “fbiochem f ar mer
levied by a municipal ordinance.

shall be subject to municipa

C. Act1350f1998, asamendgi Tax | ncenti ves Act O

PurposeTo provide a tax incentives program that stimwetatigheof local capital; promotes the development
aerial and marine harbor infrastructure; the exportation of products manufactured in Puerto Rico; st
development of strategic industries; promotes the creation of small and mesljutine besiakksiement of
regional and central corporate offices and distribution centers in Puerto Rico; the creation of jobs and the ¢
human resources; and to stimulate the development and distribution of technology in Puerto Rico.
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20. TAX ABAEMENTS (CONTINUED)

C.Act 135 0f 1998, asamenddil T a X | n c dcortinuede s Act 0

Tax Benefits/Exemptions:

1

Taxexempt businesses that hold a decree under this Act shall be subject to a fixed income tax ra
percent (7%) on their net indudévalopment income (excluding the revenue earned from investn
described in item (j) of Section 2 of this Act), with other provisions that would lower the tax rate.

Taxexempt businesses under this Act that manufacture textiles, clothingedemth gatnlios or other
materials, articles made of leather or faux leather and shoes and/or dedicated to the canning of fi
subject to a fixed income tax rate of four percent (4%), with other provisions that would lower the tax

Taxexenpt businesses under this Act whose operations are located in Vieques or Culebra or in a n
with similar economic and/or employment situations shall be totally exempt from the payment of incc
the revenues from the industrial develagthéyt during the first ten (10) years beginning on the yea
commencement of operations. After {featgreriod, the -exempt business shall be subject to a fixec
income tax rate of two percent (2%)

Taxexempt businesses that are servicehanit®old a decree under paragraph sixteen (16) of item (i
Section 2 of this Act shall be subject to a fixed income tax rate of four percent (4%) on their ne
development income from operations that exclusively cover markets inoGém#ahench Sor to a two
percent (2%) fixed rate on their net industrial income from operations that cover markets from Nc
through South America or the global market.

Shareholders or partners efampt businesses that hold a decreehimAet that are individuals will have
the right to an income tax credit equal to thirty percent (30%) of their proportional participation in the
the net industrial development income paid bgxdrapabusiness.

Taxexempt businessibsit hold a decree under this Act, are dedicated to manufacturing and genera
industrial development income, calculated without taking into account the benefits of the special
provided by this Act, of less than $30,000 per prodstigdinejaby a special payroll deduction equal to
fifteen percent (15%) of the production payroll @xtrapiakusiness, up to fifty percent (50%) of the n
industrial development income computed without taking into account this special deduction.

Special deduction equal to the amount of job training expenses incurred to improve productivity
control, to promote total quality management and to better the communication skills of their employ
in excess of the average anmuliat incurred in these expenses during the three (3) tax years ending a
effective date of this Act.

Special deduction that equals the amount of expenses incurred in the research, experimen
development of new products or industrgdgsooein the improvement of existing ones, that is deductib
the tax year under Subtitle A of the Puerto Rico Internal Revenue Code.

Taxexempt businesses that hold a decree under this Act shall have the choice to deduct in the tax y
they are incurred the amounts invested in the construction and/or purchase of buildings, structures
and equipment, instead of capitalizing the expenses made as required by the Puerto Rico Internal Re
as long as the assets have not frewigusly used by another person or business in Puerto Rico and th
utilized for the manufacturing of products or for providing the services for which the benefits under t
granted.
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20. TAX ABATEMENTS (CONTINUED)

C. Act1350f1998, asamendgil T a x | n c dconttiiuede s Act O

1 Special deduction for the purchase of products manufactured in Puerto Rico that equals fifteen perc
purchase amount, reduced by the average of the purchases made of these products during the yee
deduction is granted only for purchases of products that have been manufactured by companies not
taxexempt business.

1 Ninetypercent (90%) exemption on municipal and Commonwealth taxes on real and personal property

1 Sixtypercent (60%@xemption on municipal license taxes, municipal construction excise taxes an
municipal taxes levied by any municipal ordinance. Heaxewep; taxsinesses described in paragraph (2
of item (a) of Section (3) of this Act shall be grantagfives€v8%) exemption on municipal license taxe:
municipal construction excise taxes and other municipal taxes; and for those described in paragrap
(a) of Section (3) pf this Act, the exemption will be ninety percent (90%).

1 Complete exetigm on state excise taxes following the terms indicated in item (c) of Section (6).

D. Act2550f2002f Savi ngs and Loans Associations Act, as

Purpose:To permit the free offering of products and services by savings and loans asstamasoaadunder
conditions similar to the other participants of the financial markets; to promote the offering of financial r
services to small and medined businesses through savings and loans structures; and to facilitate the e
integratin of the savings and loans associations with other economic and financial sectors.

Tax Benefits/[Exemptions:

i The savings and loans associations, their subsidiaries or affiliates, as well as the revenue of
activities/operations, their assgigal, reserves and surplus of income, will be exempt from the payn
income taxes, property taxes, state excise taxes or of any other tax imposed or to be impos
Commonwealth or any of its political subdivisions, except for theestr®atablighed in the Sections
4020.01 and 4020.02 of the Puerto Rico Internal Revenue Code; the tax authorized by Section ¢
taxes established in Sections 4210.01, 4210.02 and 4210.03; and the excise taxes under Chapter
C of Act of 2011.

1 All shares and securities issued by the associations, their subsidiaries and affiliates, as well as tf
and interest paid on them, will be exempt of any type of tax assessment, including income, prop
license or any otleex imposed or to be imposed by the Commonwealth or any of its political subdivis

1 Exemption from the payment of state and municipal license and excise taxes, rights, charges, |
registration fees.

E. Act730f2008i Economi c Ifmae rtthiev e vAedtop ment of Puerto

Purpose:To provide the adequate environment and opportunities to continue developing local industries;
attractive tax proposal to attract direct foreign investment and to promote economic desialdpettentnand s
in Puerto Rico.

Tax Benefits/Exemptions:
1 The tasexempt businesses that hold a decree under this Act shall be subject to a fixed income tax |

percent (4%) on their net industrial development income, with other pvouisidmseh#ite tax rate. Also,
they will have a 100% exemption on the income earned from eligible investments.
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20. TAX ABATEMENTS (CONTINUED)

E. Act730f200BA Economi c I ncentives Act (tontinuedhe Devel oprt

1 A special deductionifvestment in buildings, structures, machinery and equipment in the taxable ye:
which these were incurred, in lieu of any capitalization of expenses.

1 A tax credit for purchasing products manufactured in Puerto Rico edis fetee®$%) of the
purchases of such products.

1 A tax credit to reduce the cost of electric power of up to 10% of the payments made to the Puerto |
Power Authority for the net electric power consumption.

1 Sixtypercent (60%) exemption on muniapak litaxes, municipal construction excise taxes and ot
municipal taxes levied by any municipal ordinance.

T Ninetypercent (90%) exemption on municipal and Commonwealth taxes on real and personal property

F. Act 159 of June 24, 2004mendment to Aclie 5.01 of Act 83 of 199 unicipal Property Tax Act of 1991

PurposeTo provide tax benefits that stimulate the industrial activity and the exportation of goods, through &
to grant a personal property tax exemption exclusively torthefigoeds to be used as raw materials and to tt
total inventory of products and equipment of those businesses whose operations are located in Foreign T
Subzones.

Tax Benefits/Exemptions:

9 Total exemption of personal property taxginoheditory and equipment, of those businesses that main
operations within Foreign Trade Zones or Su
Zone Act of 1934, as amended” (19U. Ss. C. 81 C

9 Sixty (60) percent tax exemption assthesed value of all the privatelgd real property located within
Foreign Trade Zones or Subzones of Puerto Ri
amended” (19U.S.C. 81 C (a)).

G. Notfor-profit Organizations

Notforprofit aganizations are entities, incorporated or not, dedicated to the offering of services that, under
Rico Internal Revenue Code, qualify for an exemption from the payment of state income taxes. For exa
created for charitable, litesgigntific and educational purposes; professional organizations and certain cli
fraternity associations can request this exemption subject to their compliance with the requirements statec
Rico Internal Revenue Code. Generally, gaeseatons are 100% exempt from the payment of property te
municipal license taxes and municipal construction excise taxes. Title V, Article 5.01, itemgA\(t)8Birmiugh (¢
19911 Municipal Property Tax Act, as amstaded the types of@nizations that are exempt from the payment
personal and real property taxes. For municipal license taxesfiSEctian 1 pfAdt blB &f H97Municipal
License Taxes Act, as amerdtablishes the organizations that are exempt frgmethiegbanunicipal license
taxes. Finally, municipal ordinances state the percentage of construction excise taxes, if any, that the
organizations must pay.
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20. TAX ABATEMENTS (CONTINUED)

Amount Abatec

Act 6s Name Tax Category Percent Abated FY201718
Act 168 of 1968, as amendédAct t o Real property tax 100% $ 412,21
Tax Exemptions t o Hc Personalproperty te 100% 395,24(
807,4¢
Act 225 of 1995, asamendedA g r i ¢ Real property tax 100% $ 15,68
Tax I ncentives Act Personalproperty te 100% 263,984
$ 279,67
Act 135 of 1998, as amend&T a x | n« Real property tax 100% $ 165,97
Act o Personal property te 100% 3,912
$ 169,8¢

Act 73 of 2008, as amen@¢dE ¢ o n 0 mi
Incentives Act for the Development of Puert Personal property te 100% $ 1,101,3¢
Ri coo Municipal license ta 60% 1,057,48t¢
$ 2,158,8z2

Act 159 of 2004, as amended to Article 5.0

Act8 3 of 1991: AMunic
19910 Personal property te 90% $ 4.4
Act 255 of 2002Savings and Loans Real property tax 100% $ 4,771
Associations Act, as amended Personal property te 100% 80,457
$ 85,228
Notfor Profit Organizations Real property tax 100% $ 67,854
Personal property te 100% 530
$ 68,384

THIS SPACE HAS BEEN INTENTIONALLY LEFT BLANK
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20. TAX ABATEMENTS (CONTINUED)

Agreements outstagdituring fiscal year 20078 that exce8&o of the total tax abated amount under the categories
personal property t@al property tard municipal licenseat@xdisclosed as follows:

Government Amount
InstrumentalitAwarding Percent Abated
the Agreement Authoity in Law Tax Category Abated FY 20178

P.R. Department of State
P.R. Industrial and
Development Company

(“PRI DCO") ; Act No. 73 of 2008, Nc
Department of Economy 135 of 1998d No. 120 ¢ Personal property ti 90% $ 1,257,61¢
Development and 2014 (Incentive Acts fc Real property tax 90% 226,764
Commerce economic developmen Municipal license te 60% 1,106,29:
$ 2590,674
ActNo. 168 df968 (tax Personal property ti 90% $ 39524
P.R. Department of incentives for hospital & Real property tax 90% 412,211
Treasury health care entities) Municipal license te 60% 231,21¢
$ 1,038,67

Act No. 255 of 2002
P.R. Department of (Savings and Loans Personal property ti 90% $ 22231
Treasury Associations Act) Municipal license te 60% 4,647
$ 226,96

THIS SPACE HAS BEEN INTENTIONALLY LEFT BLANK
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21. GOING CONCERN
The Municipality of Yauwas asignficantiquidity risk, since it does not have enough liquid financial resources tc
obligations when they become due.d&lseh and equi valent on hand were ins
accumulated unassigned General Fgitdwvadesf21 million on June 30,201

The following are indicators that may raise signifi
1. Negative trends

1 Recurring periods in which expenses and expenditures significaviinagseed
1 Cumulative fund balance (deficit) in the last three fiscal years.

2. External matters that have occurred

The Commonwealth of Puerto Rico (the Commonwealth) currently faces a severe fiscal, economic and liqu
culmination of mangrgeof significant governmental deficits, a prolonged economic recession (which commence
high unemployment, population decline, and high levels of debt and pension obligations.

Further stressing the Comnofoaveneeastreaints’ dsringl timep wfi ndajort egonoir

downturns and | arge health <care, pension and deb
revenues have been affected by prevailing economic conditions, health careehiesesiineacosts have become
an increasing portion of the General Fund’ s budg

services, like the municipalities of Puerto Rico which received subsidies from the Commonwealth.

The Commnweal th’'s very high 1 evel of debt and wunfu
revenues to service debt and pension obligations have contributed to significant budget deficits duringsthe pas
which the Commonitredas financed, further increasing the amount of its debt. More recently, these matter
Commonweal th’s I|liquidity constraints, among ot her
financing at reasonable istawes, if at all. As a result, the Commonwealth has relied more hedetiy on sh
financings and interim loans from GDB, and other instrumentalities of the Commonwealth, which reliance has
liquidity of the Commonwealth in gende&)Ruial particular, and increasetenearefinancing risk. These factors have
also resulted in delays in the repayment by the Commonwealth and its instrumentalities of outstanding GDB
which del ays have | providingdiqliditatd he Gomraonweblth ang havteacaused @GOBitor
make principal paymenin it s debt obligations. These factors
credit ratings. Since June 30, 2014, the principal ratisghagencimtinued to lower their rating on the genel
obligation bonds of the Commonwealth, which had already been pladegestthenhgnade ratings in February
2014. They also lowered their ratings on the bonds of the PBA and COFINBomas! anvatiwrs instrumentalities,
including GDB, all of which were lowered multiple notches in the grading levels.

The Municipality’ s ability to reduce its General
on a number f factor s, some of which are not whol |y wi
economy and the Municipality’s ability to reduce
expenses, retiremsgstem and healthcare, which represents a significant portion of the budget appropriatic

Municipality.
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22. COMMITMENTS AND CONTINGENCIES

A. Construction commitments

As of June 30, &)the Municipality has commitmenid2PR%dor the desigepnstruction, improvement or
renovation of certain municipal facilities.

B. Encumbrances

As of June 30, 3 the Municipality has encumbrances outstanding#88B@hich represent the estimated
amount of expenditures required to completes,cpuireltise orders and other commitments in process
completion at fiscal yavaa. As required by current standards, outstanding encumbrances as o8 dume 30,
reported as unassigned amounts in the general fund.

C.Federal and Commonwealth Grants

Projects financed by Federal and Commonwealth Grants &oeasulifedly grantors and other governmenta
agencies in order to determine that the expenditures to ¢coepbnditions of suchgrénts. i s t he M
opinion that no add#ilomaterial unrecorded liabiiflesrise from audits previously performed or to be performe

D. Litigations

The Municipality is, at present, a defendant in a number of legal matters that arise in the ordinary ci
Muni ci pal Therg arescaseaswhereby theiMergcipality is a defendant or codefendant that will be ¢
insurance, certain cases whereby the legal counsel has not determined an outcome and other cases th
covered by insurance. However, it is tiog opitihe Municipality and the legal counsels that based on
experience, such actions and the potential liabilities will not impair the Municipality financial position.

E. Risk Management

The Property Division is responsible of assuring thatghe Municiy ° s property is p
Property Division compiles the information of all property owned and its respective market value. After €
information, the Property Di vprapertestois privateiinsusance hreker
so they can request quotes for the various 1ins
criteria are selected for each fiscal year. Settled claims have not exceeded comimeaciplofdiaerpgst three
(3) fiscal years.

23 RESTATEMENT OF FUND BALANCE AND NET POSITION

The following table disclosed the net change in fund balances and net position at beginning of year as previol
the financial statements. Thertdegibalances have been restated as follows:

Fund Balance Net Position
Government
General Wide
Description Fund Statement
Fund balance / net position, at beginning of year, i
previously reported $ (12,533,82¢€ $ 5,720,28:
Adjusto correct and reclassify account payable (Ci
Fund) 1040,717 1040,717
Fund balance / net position, at end of year, as res! $ (11,493,10¢ $ 6,761,00
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24. SUBSEQUENT EVENTS

TheMunicipalityas evaluated subsequent eventagh March 15, 2019 which is the financial statements were availe
be issued. The following evets were identified which management decided should be disclosed.

GDB Restructuring Support Agreement

As disclosed Note 2following the certificatidn GDB’' s fi scal pl an, AAFAF, GDE
the terms of a Restructugimgport AgreemetRIA), (as amended), which provides for the restructuring of a signif
portion of GDB's fiBamdi &Il admlsi” g atsi ared i h‘e®a rbtyi caihpe
pursuant to Title VI of PROMESA. As a result of the impact of Hurricanes Irma and Maria over Puerto Rico in S
the Oversight Board requested to the covered inseareatdlitiit a proposed amendment of its fiscal plans. In add
on March 27, 2018 AAFAF announced certain amendments to the RSA after reaching an agreement with a sic
of the RSA parties. The amended RSA became effective purmsuasot April 6, 2018, after obtaining the signature
the requisite number of holders of GDB’'s Participe

The Commonweal th’s Legislature approved IattvefratAeavork N
for the restructuring transaction. Pursuant to this Act , as amended by Act No. 147 of July 18, 2018, the GDB
Authority was created as a statutory public trust and a governmental public instrumentality of thE@utorRicavealtl
for the purpose of (1) issuing Restructuring Bonds in order to (a) implement the Restructuring Transaction
compliance with the GDB Fiscal Plan, and (c) facilitate the funding of essential government or public sel
Goernment of Puerto Rico and (2) owning and managing the Restructuring Property.

On August 9, 2018 GDB and AAFAF used the solicitation statement to commence the solicitation of votes s
approval of the Qualifying Modification, which waeddar8eptember 2018 with the approval of eligible voters. The
District Court for the District of Puerto Rico approved the Qualifying Modification on November 7, 201@eadhich wi
and executed on November 29, 2018 (“closing date”)

In general, the holders of the Participating Bond Claims undertake a financial restructuring through a Qualifying |
receiving on closing date New Bonds having a face amount equal to $550 for each $1,000 claim (exchange
paying semianal interest of 7.5% and maturing on 2040. GDB will transfer to the new Issuer as New Bond C
Recovery Authority Assets which includes its Muni
interest on certain @BRAIned assets, real estate owned assets and cash.

As part of the amended RSA the following transactions, applicable to the municipalities, were executed:

Excess CAE settleme@d@ DB pai d, in cash, t o each mequadl o 55%aof thet y
undi sbursed “Excess CAE” for fiscal years 2015, 2
45% of such undi sbursed “Excess CAE" shal |l rmckaimdi s

with respect thereto and GDB shall have no further liability or obligation thereunder.

Recalculation of certain municipal obliggayriee principal amount of any bond, note and/or loan held by GDB
closing date was reduced by an aequel to the balance of proceeds of such bond, note and/or loan that we
disbursed to such municipality and were held on deposit at GDB on the Closing Date. Such application shall
reducing any remaining installments of prinocipaseénoitler of maturity and shall not otherwise affect the repayl
schedule of the corresponding bond, note or loan; (b) any remaining municipal deposits held at GDB as of the
were reduced, on a dédedollar basis, from the outstapdimgjpal amount of any corresponding bond, note and/or |
relative to the type of corresponding deposit (CAE deposits against CAE loans, IVU deposits against VU |
undesignated deposits against outstanding principal balance ofnotherftdlamsrig order: operational loans, revenu
loans, IVU loans, then CAE loans). Such application was effected in ascending order of outstanding loan bala
where deposits are not enough to pay a loan in full, the applicationtsatlybee@fi@og installments of principal in
inverse order of maturity without affecting the repayment schedule of the bond, note or loan.
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MUNICIPALITY OF YAUCO For theFiscal Year Ended June 30, 2

24. SUBSEQUENT EVENTS (CONTINUED)
The following transactions were applicable to the Municipality as of the closing date

Description Amount
Balance of bonds and notes issued by GDB, at closin $ 26,470,00

Less: unspend bonds, notes and loan proceeds anc
deposits at GDB: (369,273

Restructured balance of
date $ 26,100,722

The Municipality’s remaining b asimgrateeamaunts tb $26,108,727 of which
$4,790,00@lated to loans, bonds and notes issued by private entities and not by GDB.

The Muni ciinglealarice of Borsds, notesnend aperational loans at closing date follows:

Otiginal amount of Loans issued by

loans. bonds and note: Remaining loans prive_lte entities not Total
' issuedby GDB subjected to RSA

$ 2,015,0C - $ 1,039)0 $ 1,035,0C
730,000 - 400,000 400,000
1,385,00( - 765,000 765,000
1,000,00(¢ - 530,000 530,000
410,000 - 230,000 230,000
495,000 - 285,000 285,000
85,000 - 15,000 15,000
1,091,00(¢ - 619,000 619,000
857,000 - 500,000 500,000

615,000 - - -
376,000 - 229,000 229,000
135,000 33,570 - 33,570
1,307,00C 370,115 - 370,115
320,000 245,000 - 245,000
280,000 - 182,000 182,000

1,417,00( - - -
295,000 185,000 - 185,000
670,000 370,000 - 370,000
1,005,00(¢ 569,466 - 569,466
215,000 35,168 - 35,168
3,785,00( 2,844,77( - 2,844,77(
1,940,00(¢ 1,559,75i - 1,559,751
3,020,00( 2,450,00( - 2,450,00(¢
680,000 560,000 - 560,000
3,430,00( 2,707,93¢ - 2,707,93¢
4,656,00( 3,941,00( - 3,941,00(¢
2,445,00( 1,925,722 - 1,925,722
5,753,00( 5,573,00( - 5,573,00(
640,000 473,507 - 473,507
230,000 200,000 - 200,000
305,000 271,397 - 271,397
870,000 790,000 - 790,000
465,000 425,000 - 425,000
150,000 125,000 - 125,000
525,000 445,316 - 445,316
$ 26,100,7: $ 4,790,00 $ 30,890,72
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Variance with

Actual Amounts Final Budget
Budgeted Amounts (Budgetary Basis, Positive
Original Final (See Note 1) (Negative)
REVENUES:
Property taxes $ 385,109 $ 385,109 $ 3675,363 $ 390,254
Municipal license taxes 2,570,00C 2,570,00C 2,395,181 (174,819)
Sales Taxes 1,799,62C 1,799,62C 1,695,09C (104,530)
Licenses, permits and other local taxes 60,000 60,000 460,168 400,168
Charges for séres 5,500 5,500 - (5,500)
Intergovernmental 3,681,32€ 3,681,32€ 3,563,49¢ (117,827)
Fines and forfeitures 70,000 70,000 36,561 (33,43
Rent of property 45,000 45,000 26,271 (18,729)
Interest 1,000 1,000 - (1,000)
Miscé#aneous 265,500 265,500 706,727 441,227
Total revenues 11,783,05E 11,783,05E 12558,860 775,805
EXPERITURES, ENCUMBRANCES AND OTHER
FINANCING USES:
General government 5,397,752 5,833,774 5,989,721 (155,947)
Public safety 2,762,685 2175,535 2162,927 12,608
Public works 1677,598 1604,743 1983,714 (378,971)
Health and welfare 286,344 222,877 330,074 (107,29
Culture and recreation 591,733 933,776 1,380,879 (447,108
Communigevelopment 546,763 459,610 459617 ()
Education 520,179 552,740 590,126 (37,386)
Total expenditures, encumbrances and other financir
uses 11,783,05E 11,783,05E 12,897,058 (1114,008
EXCESS (DEFREBICY) OF REVENUES OVER (UNDE
EXPENDITURES, ENCUMBRANCES AND OTHER
FINANCING SOURCES (USES) $ - $ - $ (338,198 $ (338,198
Explanation of Differences:
Sources/inflowsf resources:
Actual amounts (budgetary basis) “avail abl $ 12558,860
Differencelsudget to GAAP:
Nonbudgetettansfer in 269,351
Nonbudgeted revenues and atrerding resources 64,186
Total revenues and other financing sources as reported on the statement of revenues,es¢@emtidthanges in fund deficit $ 12,892,397
Uses/outflows of resources:
Actual amounts (budgetary Basisd t a | charges to appropriations” from $ 2,897,05¢
Differencelsudget to GAAP:
Nonbudgeted expenditures and other financing sou 475,972
Prior year encumbrances recorded as curexpsmditures for USGAAP basis (840,496
Current year encumbrances recorded as expenditures for budgetary pui 976,363
Total expenditures and other financing uses as reported on the statement of revenues,es@erttithanges in fudéficit $ 13,508,897

See notes to the Budgetary Comparison Schedule
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MUNICIPALITY OF YAUCO For theFiscal Year Ended June 30, 2

1. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

A. Budgetary Control

The Municipality’s annual budget i s preparedh on

USGAAP, and represents departmental appropriations recommended by the Mayor and approved by t
Legislature prior to the beginning of the fiscal year. Amendments to the budget require the approval of 1
Legislature. Transfers pr@miations within the butlg known as Magomot ieguireBhe approvali

of the Municipal Legislature.

The Municipality prepares its annual budget including the operations of the general fund. For budgeta
encumbrance acoting is used. The encumbrances (i.e., purchase orders, contracts) are considered expendi
incurred. For USGAAP reporting purposes, encumbrances outstapdiohgua yegaorted as assignnoéritsid
balances and do not constitute expEnditliabilities because the commitments will be honored during the subs
year.

The unencumbered balance of any appropriation at the end of the fiscal year will lapse at the end of such fis
appropriations, mainly capital projecpragtignas, are continuing accounts for which the Municipal Legislatur
authorized that an unspent balance from Yeagréocarried forward and made available for current spending.

The annual budget as presented in the Budgetary Compatie@eB8eraddtund is the budget ordinance at June 3
20Brepresentirtheoriginal budget. There were no supplemental appropriations for the year @dd&d June 30,
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF YAUCO

Financial Data Scheddl8alance Shes
For theFiscalYear Ended June 30, 2(

Housing
Choice
Vouchers
Line ltem#  Description (CFDA No. 14.871)
BALANCEISEET

Assets Current Assets Cash
111 Cash Unrestricted $ 9,764
113 Cash Other Restricted 7,885
100 Total Cash 17649
124 Account Receivabl®ther Government 25,870
150 Total Current Assets 43519
190 Total Assets 43519
290 Total Assets and Deferred Outflow of Resources $ 43519

Liabilities
and Equity Liabilities
Current Liabilities:

310 Total Current Liabilities $ -
300 Total Liabilities -
400 Deferred Inflow of Resources -

Equity Equity

508.4 Net Investment in Capital Assets -
511.4 Restricted Net Position 7,885
512.4 Unrestricted Net Position 35,634
513 Total Equity Net Assets/Position 43,519
600 Total Liab., Def. Inflow of Res., and Egbigy Assets/Position $ 43519

See notes to the Financial Data Schedule.
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Financial Data Schedd@écome Stateme
For theFiscal Year Ended June 30, 2

COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF YAUCO

Housing
Choice Vouchers

Line Iltem#  Description (CFDA No. 14.871)
INCOME STATEMENT
70600 HUD PH Operating Grants $ 379,417
71500 Other Revenues 90,022
72000 Investment Incorfeestricted 317
70000 Total Revenues 469,75€
Expenses Administrative:

91100 Administrative Salaries 57,542
91500 Employee Benefit ContabstiAdministrative 4,776
91000 Total OperatingAdministrative 62,318
96200 Other General Expense 3,557
96000 TotalOther General Expenses 3,557
96900 Total Operating Expense 65,875
97000 Excess of Operating Revenue over&ipg Expenses 403,881
97300 Housing Assistance Payments 330,824
97350 HAP Portabihty 62,500
90000 Total Expenses 459,19¢
10100 Total other financing sources (uses) -

10000 Excess (Deficiency) of Total Reverisr (Under) Total Expense $ 10,557

Memo Account Information:

*11030 Beginning Equity $ 32,962
*11170 Administrative Fee Equity 35,634
*11180 Housing Assistance Payments Equity 7,885
*11190 Unit Months Awdile 1,140
*11210 Number of Unit Months Leased 1,093

See notes to the Financial Data Schedule.



COMMONWEALTH OF PUERTO RICO Notes to Financial aScheduld

MUNICIPALITY OF YAUCO For theFiscal Year Ended June 30, 2

1. BASIS OF PRESENTATION

The accompanying Financial Data Schedule (FDS) presents the financial position of the Section 8 Housing C
Programadministered by the Municipality. The FDS was created in order to standardize the financial informatio
the Public Housing Authorities (PHA) to the Real Estate Assessment Center (REAC) as required by the Uni
Reporting Standa(tis-RS). REAC is th8. Department of Housing and Urban Development (HUD) national manag
center created to assess the condition of HUD owned and assisted properties. The UFRS are rules to implemer
of 24 CFR, Part 5, Subpart H, fdetteic filing of financial information to HUD.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
In accordance with the guidelines for reporting and attestation requirements of UFRS, the accompanying FDS

information supplementary to theidirstatements. It was prepared using the accrual basis of accounting, as req
REAC regulations.
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COMMONWEALTH OF PUERTO RICO Schedule of Expenditures of Federal Aw

MUNICIPALITY OF YAUCO For theFiscal Year Ended June 30, 2
Federal Passthrough Passed
Federal Grantor/Patisrough CFDA Entity Identifying Through to Federal
Grantor/Program or Cluster Title Number Number Subreipients Expenditures
U.S. DEPARTMENT OF HOUSING ANL
URBAN DEVELOPMENT:
Direct Programs:
Community Development Block Grant
/Entitlement Grants 14.218 N/A $ - $ 347,64C
Section 8 Wsing Choice Voucher Prog 14.871 N/A - 379,417
Supportive Housing Program 14.235 N/A - 153,491
Passthrough the Commonwealth of Puer
Rico-Department of Family
Emergency Shelter Grants Program 14.231 N/A - 31,727
Passthrough the Commonwealth of Puer
Rico
CDBG PrograniNeighborhood Stabilizatic 11:NRLH68001
Program (HERA) (NSP3) 14.228 11:-NRLM68002 - 31,586
CDBG ProgranbDisaster Recovery - 750,00C
Passthrough of the Municipality of Sar Ji
Commonwealth of Puerto Rico:
Housing Opportunities for Persons wit
AIDS (HOPWA) 14.241 N/A - 64,913
Total U.S. Department of Housing and U
Development - 179,774
U.S. DEPARTMENT OF JUSTICE
Passthrough the Commonwealth of Puer
Rico Department of Justice:
Crime Victim Assistance Grant 16.575 Not Available - 100,132
Community Oriented Policing Services 16.710 Not Available - 20,78
Total U.S. Department of Justice: - 120,89C

The accompanying notes are an integral pastbéthite.
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COMMONWEALTH OF PUERTO RICO Schedulef Expenditures of Federal Awa

MUNICIPALITY OF YAUCO For the Fiscal Year Endide 30, 201
Federal Passthrough Passed
Federal Grantor/Pattsough CFDA Entity Identifying Through to Federal
Grantor/Program or Cluster Title Number Number Subrecipients Expenditures
U.S. DEPARTMENT OF TRANSPORTA
Direct Program:

Federal TransiCapital Investment Not Available -

Grants 20.500 475,19E
Total U.S. Department of Transportation - 475,19¢
U.S DEPARTMENT OF HEALTH AND
HUMAN SERVICES:

Passthrough the Commonwealth of F
Rico Administration for Children and F

Child Care and Development Block ¢ 93.575 Not Available - 213,01¢
Total U.S. Department of Health and Hui
Services - 213,01¢

U.S. DEPARTMENT OF HOMELAND
SECURITY:
Passedhrough programs from:

P.R. Central Recovery and Reconst

Office (COR3):

Disaster Grant$ublic Assistanc PAO02PRA4336 - 154,82(
(Presidentially Declared Disasters) 97.036 PA02PRA4339 - 4,695,23:
Total U.S. Department of Homeland Secu - 4,850,05!
TOTAL EXPENDITURES OF FEDERAL
AWARDS $ - $ 7,417,92¢

The accompanying notes are an integral pastbéthite.
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COMMONWEALTH OF PUERTO RICO Notes to hedule of Expenditures of Federal Awg

MUNICIPALITY OF YAUCO For the Fiscal Year Endkdahe 30, 201

1. BASIS OF PRESENTATION

The accompanying Schedule of Expenditures of Federal Awards includes the federal grant activity of the Mur
programs of the fedemegnmenfor the year ended June 30,. 28 information in this schedule is presented |
accordance with the requirements of Titl€€add.8f Federal Regulattars 200Jniform Administrative Requirements,
Cost Principles, and Audit RequirdioreRederal Award#niform Guidance). Therefore, some amounts presented in
schedule may differ from the amounts presented in, or used in the preparation of, the basic financial statement
schedule presents only a selected portionpar#tiens of the Municipality, it is not intended to and does not prese
financial position and changesposigomf the Municipality.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Expenditures reported on the Schedule are reported dedheanadibasis of accounting, except for Section 8 Hous
Choice Voucher Program (HCV). Expenditures are recognized when the related liability is incurred following the
contained in the Uniform Guigahegein certain types of exjpeasliare not allowable or are limited as to reimburseme
Expenditures for HCV Program are reported on a statutory basis as required by the U.S. Department of Hous

Devel opment . Such expenditur es sfiscauperibdExpenditads fort Rulgic n
assistance grants (FEMA) are recognized in the period when: (1) FEMA has approved the PW, and (2) eligible e
incurred.

The Catalog of Federal Domestic Assistance (CFDA) Number is a progmamuiddifiddte first two digits identify the
federal department or agency that administers the program and the last three numbers are assigned by numerica

State or local government redistributions of federal awards to the Muni@pality,“kpbearsosu g h  awar d s
treated by the Municipality as though they were received directly from the federal government. The Uniform Gui
the schedule to include the name of thihass entity and the identifying number dssitpeeplastirough entity for

the federal awards received as a sub recipient. Numbers identified as N/A are not applicable and numbenes identif
not available.

3. INDIRECT COSTS

TheMunicipaliglectdnot use the 10% de minomés ratend it did not charge indirect costs to federal giagtshdur
year ended June 30,8201

4. RECONCILIATION OF EXPENDITURES PRESENTED IN THE SCHEDULE OF EXPENDITURES OF FEDERAL
THE EXPENDITURES PRESENTED IN THE BASIC FINANCIAL STATEMENTS

Housing and
Urban Other
- Development Disaster Grants Governmental

Descripion Grants Fund Fund Funds Total
Total federal expenditures per Schedule of Expe

of Federal Awards $1,758,77. $4,974,96: $684,192 $7,417,92
Plus amount recorded as expenditures under m

accrual basis for Section 8 HCV Program 113,673 - - 113,673
Nonfederal awards expenditures - - 2,274,930 2,274,930
Total expenditures, fund statements $1,872,44 $4,974,96: $2,959,12: $ 9806,532

5. SECTION 108 LOGNARANTEEAYMENTS

For thdiscalyear ended June 30, 2018 Munjgality paid the amount of $22h@dhcipal as repayment of Section 108
Loan Guarantee Assistance Notes b&lAgnoutstanding batanof the note payable is $D@@&eeNote 130 the
financial statements.
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| NDEPENDENT AUDI TORSG REPORT ON I NTERNAL CONTROL C
AND OTHER MATTERS BASED ON AN AUDIT OF FINANENEENS BAFERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

To the Honorable Mayor and
The Municipal Legislature
Municipalityf Yauco

Yauco, Puerto Rico

We have audited, in accordance with the auditing standards generally acceptetatetheofUhitextica and the
standards applicable to financial audits con@metriment Auditing Standesised by the Comptroller General of the
United States, the financial statements of the governmental activities, each major fundteanenbmiaggieyh
information of thRinicipality of Yaugc®uerto Rico, as of and for the year ende2DJ 2018nd the related notes to the
financiabtatements, which collectively compriSkutinei ¢ i Ipasid finangiab statements and havd @msueeport
thereon datédarch 13209.

The report on governmental activitiadweasdecause we were unable to obtain sufficient appropriate audit evidence
the deferred outflows/inflows, total pension liability, pension expensenaied distdteires with respect to the
implementation of GASB Statement No. 73. Also, we were unable to obtain sufficient appropriate audit evide
amounts to be reported as deferred outflows/inflows of resources related to OPEB, hiigynein® P& Btdic note
disclosures required for the implementation of GASB Statement No. 75.

In addition, anagement did not evaluate capital assets in terms of impairment loss, therefore we could not dete
Municipality's capital assetsubject to impairment loss as required by current governmental accounagisiesidards
the Municipality’s management coul d not —muricipal ldngfill e v
andthe liability for compensabegnces.

The report on the governmental fund financial statements waescgusdifibé Municipality did not maintain complete a
accurataccounting records of the interfund cash transactions and corresponding due from and due to account bal

Going Concern

Our report on the basic financial statements includes amfengitasgaragraph describing conditions discussed in t
Note 2 to basic financial statements. The financial statemavitsnaiphéty of Yauato not include anyustiinents
that might result from the outcome of this uncertainty. Our opinions are not modified with respect to this matter.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we chhsiderad pha | i t intermalf conYch u c
over financial reporting (internal control) to determine the audit procedures that are appropriate in thhecircums
purpose of expressing our opinions on the financial statements, but not for #wpr@sgpogeaanf opinion on the
effectiveness of s ni c i p a |l iinteynal cohtrol.YAzoordimgly,sve do not express an opinion on the effective
theMuni ci pal iintesnal cohtrolY auc o8 s

Our consideration of internal control wadifdtetigourpose described in the preceding paragraph and was not desig
identify all deficiencies in internal control that might be material weaknesses or significant deficienciesiaind thel
weaknesses or significant deficiencies mtnaewsre not identified. However, as described in the accompanying sc
of findings and questioned costs, we identified certain deficiencies in internal control that we consideretssks matel
and significant deficiencies.



INDEPENDENU®A | TORSS6 REPORT ON I NTERNAL CONTROL OVER FI
AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDA
GOVERNMENT AUDITING STANDERDE INUED)

Adeficiency in internal coekists whethe design or operation of a control does not allow management or employee
normal course of performing their assigned functions, to prevent, or detect and correct, misstatements on a t
material weakndssa deficiency, or a combim&tdeficiencies, in internal control such that there is a reasonable pos:
that a materi al mi sstatement of the entity’s fyina
basis. We consider the deficiencies dbgtiibe accompanying schedule of findings and questioned caz@fas item:
001thru20B-004 and20B-006to be material weaknesses.

A significant deficienigya deficiency, or a combination of deficiencies, in internal control that is fessrsatarial tha
weakness, yet important enough to merit attention by those charged with governance. We consider the deficienc
the accompanying schedule of findings and questioned c@88-88%5@mi2018007to be significant deficesici

Compliance and Other Matters

As part obbtaining reasonable assurance about whelMerrhie c i p a | i fingnciab StaterMemts ar® fiee from
material misstatement, we performedf iéstsompliance with certain provisions of lawenseguatiacts, and grant
agreements, noncompliancemnitih could have a direct and material effect on the determination of financial st
amounts. However, providing an opinion on compliance with those provisions was not an obgeutiaeadrdingiydit,
we do not express such an opinion. The results of our tests disclosed instances of noncompliance or other
required to be reported umrernment Auditing Standamdswhich are described in the accompanying schedule
findings and questioned costs a2ibdBr30 1thru2018-005

Municipality of Yaucods Response to Findings

TheMuni ci pal iresponse to th¥ findicgs identified in our audit is described in the accompanying scl
findings and questidmests. THRlu ni ¢ i p a | ireésponse Was Noasulgeotdd 4o the auditing procedures applie
the audit of the financial statements and, accordingly, we express no opinion on it.

We also noted other matters involving the internal controlianves aachjgertain immaterial instance of noncomplian
which we have reported to managememMwhittipality of Yaudo a separate dated Mag203.

Purpose of this Report

The purpose of this report is solely to describe the scope@bbintezatihcontrol and compliance and the results of t
testing, and not to provide an opinion on theaneff
integral part of an audit performed in accorddboeenitnertuditing Standaidn consi deri ng t he
and compliance. Accordingly, this communication is not suitable for any other purpose.

oo lonitn e

LOPEA/EGA, CPA, PSC

San Juan, Puerto Rico
March 152098

StamiN0.2758792f thePuerto Rico
Socity of Certified Public Accountants
was affixed to the record copy of this report.

8(



| NDEPENDENT AUDI TORSG REPORT ON COMPLI ANCE F
AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE

To the Honorable Mayand
The Municipal Legislature
Municipality of Yauco
Yauco, Puerto Rico

Report on Compliance for Each Major Federal Program

We have audited et ni c i p al i dorgplianck with thel typesdos compliance requirements descOb&l in the
Compliarec Supplemetthat could have direct and material effect on eadiwohthec i p a | i major fedéral Y a
programs for the year erdded 30, 28l1TheMu ni c i p al imajgr fedefal piograms aré identified in the summe
of audi taionofshe aceompahyingschedule of findings and questioned costs.

Going Concern

Our report on the basic financial statements includes amfergiteasimragraph describing conditions discussed in t
Note 2 to basic financial statements. Hmeifihstatements of Mhnicipality of Yauado not include any adjustments
that might result from the outcome of this uncertainty. Our opinions are not modified with respect to this matter.

Management ds Responsibility

Management is responsible fgiamce with federal statutes, regulations, and the terms and conditions of its federe
applicable to its federal programs.

Auditords Responsibility

Our responsibility is to express an opinion on compliance for achmdf the p a | i mayjor fedéral pfagmaraso &
based on our audit of the types of compliance requirements referred to above. We conducted our audit of

accordance with auditing standards generally accepted in the United States of America; the starfiwdsiapplica
audits contained@overnment Auditing Stand#ssised by the Comptroller General of the United States; and the
requirements of Title 2 Odéle of Federal Regulatars 200Jniform Administrative Requirements, Cost Principles,
Audit Requirements for Federal Afuanitlrm Guidance). Those standards and the Uniform Guidance require that
and perform the audit to obtain reasonable assurance about whether noncompliance with the types of complianc
referred tabave that could have a direct and material effect on a major federal program occurred. An audit include
on a test basis, evidence aboMthe@ i c i p al icomgpliancé withl thase redquisements and performing such o
procedures as wensilered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major federal prog
our audit does not provide a legal determinatidruofithec i p a | icompliarcf Yauc o8 s
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| NDEPENDENT AUDI TORSG8 REPORT ON COMPLI ANCE F
AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY THE UNIFQRMNGUNDAND] E

Basis for Qualified Opinion 8ection 8 Housing Choice Vouchers

As described in the accompasgimedule of findings and questioned cagisyiteality of Yauatid not comply with
requirements regardi@@FA No. 14.871) Section 8 Housing Choice Voagliascribed in finding nu2®&E8010for
Reporting Financial Reportingnd2018-011 for Special Test Rolling Forward Equity Balances

Qualified Opinioon Section 8 Housing Choice Vouchers

In our opinion, except for the noncompliance descriliBdsiis fbe Qualified Opinion pardgtaekiunicipality of
Yaucocomplied, in alhtarial respects, with the types of compliance requirements referred to above that could ha
and material effect on(@EDA No. 14.873ection 8 Housing Choice Vouchers Prodoarthe year ended June 30,
20B.

Unmodified Opinion on Eachred Other Major Federal Programs

In our opinion, thknicipality of Yauammplied, in all material respects, with the types of compliance requirements
to above that could have a direct and material effect on each of its other magmdéederaifigdgn the summary of
auditor’s results section of the accompduney0,8& sche

Other Matters

The results of our auditing procedures disclosed instances of noncompleanegyivaudo &e reported in accordance
withthe Uniform Guidameel which are described in the accompanying schedule of findings and questioned cost
20180@8, 201809and2018012 Our opinion on each major program is not modified wilthrespenttters

Municipality ofvauc® sesponse to the noncompliance findings identified in our audits is described in the accc
schedule of findings and questionedMuosisipality oYauc@ sesponse was not subjected to the auditidgrpsoce
applied in the audit of compliance and, accordingly, we express no opinion on the response.

Report on Internal Control over Compliance

Management of tMunicipality of Yaucs responsible for establishing and maintaining effective irdkmatrcontr
compliance with the types of compliance requirements referred to above. In planning and performing oureaudit of
considered thdu ni c i p al iintegnal cohtrolb\erconlgasce with the types of requirements thadoeaid have
and material effect on each major federal program to determine the auditing procedures that are appro
circumstances for the purpose of expressing an opinion on compliance for each major federal program and to te:
internatontrol over compliance in accordance with the Uniform Guidance, but not for the purpose of expressing
the effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the effect
Municipalityo f Y antemal éostrol over compliance.

Our consideration of internal control over compliance was for the limited purpose described in the preceding par:
not designed to identify all deficiencies in internal control over compiahde thretterial weaknesses or significan
deficiencies and therefore, material weaknesses or significant deficiencies may exist that were not identified
discussed below, we identified certain deficiencies in internal control ovehatowplieoesider to be material
weaknesses and significant deficiencies.



INDEPENDENT AUDI TORS3 REPORT ON COMPLI ANCE F
AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY THE UNIFQRRNGUNANI] E

Adeficiency in interoahtrol over compliaagists when the design or operation of a control over compliance does nc
management or employees, in the normal course of performing their assigned functions, to prevent, or detec
noncompliance with a typerapliance requirement of a federal program on a timelyatasa. weakness in internal
control over compliaisca deficiency, or combination of deficiencies, in internal control over compliance, such tha
reasonable possibility thaemaatnoncompliance with a type of compliance requirement of a federal program w
prevented, or detected and corrected, on a timely basis. We consider the deficiencies in internal control ov
described in the accompanying schednténgsfand questioned costs as 2@&B010 and20B8-011 to be material
weaknesses.

A significant deficiency in internal control over coalidefeiency, or a combination of deficiencies, in internal co
over compliance with a type ofianogplequirement of a federal program that is less severe than a material weal
internal control over compliance, yet important enough to merit attention by those charged with governance. W
deficiencies in internal control over aompléscribed in the accompanying schedule of findings and questioned ¢
items2018-008,20B-009 and2018012to be significant deficiencies.

TheMuni ci pal irdsponse tb therimtarnal @dntsol over compliance findings identidiedsidesaridned in the
accompanying schedule of findings and questioned d&dsisn The i p a | i response was Yiad subject@dsto the
auditing procedures applied in the audit of compliance and, accordingly, we express no opinion on the response.

We also noted other matters involving the internal control over compliance and certain immaterial instance of r
which we have reported to managemeMwiittipality of Yaudo a separate dated Mag203.

The purpose of this reporinternal control over compliance is solely to describe the scope of our testing of interr

over compliance and the results of that testing based on the requirements of the Uniform Guidance. Accordingl
not suitable for any othepose.

- llni

LOPEA/EGA, CPA, PSC

San Juan, Puerto Rico
March 15, 2019.

Stamp N@758798f thePuerto Rico

Society of Certified Public Accountants
was affixed to the record copy oéfbis.
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COMMONWEALTH OF PUERTO RICO Schedule of Findingsid Questioned Cost

MUNICIPALITY OF YAUCO For theFiscal Year Ended June 30, 2

SectonBSummary oResufksudi t or s o

Financial Stataents

Opinion Units Type of Opinions:
Governmental Activities Adverse
General Fund Qualified
Capital Improvements Fund Qualified

Debt Service Fund Unmodified
HousingndUrban Development Grants Qualified
Aggregate Remaining Fund Information Qualified

Internal control over financial reporting:

Material weakness identified? Yes H Non
Significant deficiencies identified not considered to be material Yes H Non
weaknesses?

Noncompliance material to financial statements noted? Yes H Non

Federal awards

Internal Control over major programs:

Material weakness identified? Yes H Non

Significant deficiencies identified considered to be mat .

weaknesses? Yes 'H Non
Type of auditor’e report i ssu UnmodifietbrCDBG-Disaster Recove
for major programs: Disaster Grants- Public Assistan

(Presidentially Declared Disaste
Supportive Housing Program

Qualifiedor and Section 8 Housing Cl

Vouchers
Any audit findings disclosedattiearequired to be reported in accol .
with 2 CFR 200 section 200.516(a) of the Uniform Guidance? Yes'H Non
Identification of major programs
CFDA Number Name of Federal Program or Cluster
14.228 Community Development Block Grant PrDigaster Recovery
14.235 Supportive Housing Program
14.871 Section 8 Housing Choice Vouchers
97036 Disaster Grant$ublic Assistance (Presidentially Declared Disaste
Dollar threshold used to distinguish
between Type A and Type B programs $ 750,000
Auditee qualified as-tsk auditee? Yes A NoH

8z



COMMONWEALTH OF PUERTO RICO Schedule of Findings and Questioned <

MUNICIPALITY OF YAUCO For theFiscal Year Ended June 30, 2

Section 18 Financial Stateents Findings
Finding Reference 2018001

Requirement; Implementation of Requirements Set Forth by GASB Statement No. 73 and GASB Stater
No. 7§MWE (NC)

Type of finding: Material weakness in Internal Control (MWhstance of Neomplianc€NQ

This finding $milar to prigear finding017-001and206-001.

Statement of ConditiolThe Municipality has not implemented the accounting and financial reporting requirel
pensions that are provided to the employees of state andnowaitgaweloyers through
pension plans trust that do not compy AvithB St at e Aceonnting Ahd Finarcial
Reporting for Pensions and Related Assets That Are Not Within The Scope of GASB
No. 68 The amount by which this departure affegldthe assets, deferred outflows of
resources, l'iabilities, deferred i nflo
governmental activities has not been determined.

I n addition, the Muni ci p a ldestriptivesinfofmatiomabaui
the pension plans through which the pensions are provided required by the GASB Statt
73 for singlemployer pension plans. Also, management has omitted historical pension inft
that accounting principles ggneretepted in the United States of America requires to
presented to supplement the basic financial statements.

Also, the Municipality did not implement the accounting and financial reporting require
schedules of employment allocations aBda@BHnts by employer as of June 30, 2018 t
comply with the requirements of GASB St
Postempl oyment Benefits Other Than Pens|
the assets, deferredflows of resources, liabilities, deferred inflows of resources and net p
of the Municipality’s government al acti
required supplementary information that accounting principles geteerafyttzsdgpited
States of America required to be presented to supplement the basic financial statements
omitted.

Criteria GASB Statement No. 73 states the accounting and financial reporting requirements for
and governmental nonemployatributing entities for pensions that are not within the scor:
GASB Statement No. 68 comply with the criteria set forth in the Statement. This require
Municipality report in its financial statements its total pension liabilityenmnsiod exp
deferred outflows and inflows of resources related to pensions as of the measurement da

It also requires detailed disclosures related to the actuarial and financial information u:
calculation of the total pension liability andittiregrep historical pension data as Requirec
Supplementary Information.

Also, GASB Statement No. 75 states standards for recognizing and measuring liabilities
outflows of resources, deferred inflows of resources, and expense/expewdinacts. Fo
benefit OPEB, this Statement identifies the methods and assumptions that are required 1
to project benefit payments, discount projected benefit payments to their actuarial pres
and attribute that present value to periods @&feeseplige. It also requires detailed disclosure
related to the actuarial and financial information used in the calculation of the net OPEB |
the reporting of historical data as Required Supplementary Information.

8¢



COMMONWEALTH OF PUERTO RICO Schedule of Findings and Questioned <

MUNICIPALITY OF YAUCO For theFiscal Year Ended June 30, 2

Section 18 Financial Stateemts Findings

Finding Reference  2018001(continued)

Requirement: Implementation of Requirements Set Forth by GASB Statement No. 73 and GASB Stater
No. 7§MW)E (NC)

Cause of Condition The Retirement System Administration (ERS) has not prdinéedigh and technical
information necessary for the implementation of GASB Statement 73 and GASB Statem:
as of June 30, 2018.

Effect of Condition The Muni ci paWidetFnansial Skatements more mot present fairly the finar
pasition of the governmental activities, and the change in financial position of the Munic
the fiscal year ended June 30, 2018. Also, the required supplementary information |
omitted.

Recommendation We recommend the Municipality maintainstant communication with the Retirement Syste
Administration (ERS), in order to obtain the necessary financial and technical inforr
implement the requirements of the GASB Statements No. 73 and 75.

Questioned Cost None

8¢



COMMONWEALTH OF PUERTO RICO Schedule of Findings and Questioned <

MUNICIPALITY OF YAUCO For theFiscal Year Ended June 30, 2

Section 18 Financial Statements Findings

Finding Reference 208002
Requirement Operating deficit of general fund
Type of finding: Material Weakness in Internal Control)(Migtance of NeompliancgNC)

This finding is similar topewrfinding(2017-002and2056-002

Statement of Condition  As of June 30, 3)1he Municipality closéti wn accumulated deficit1#180,60pin the
general fund as presented in the Balance Shgetnmentalifds.

Criteria Article 7.011, Sen (a) of Autonomous Municipal Act (Law 81) establishes tmétijfathe M
close its operations witteficitit must provide faifficient resources to cover in its entirety ir
the next fiscal year ' s b ud gyedar deficih Seation (I&) X |
status that the amount of the deficit that pertains to the audited financial statements as ©
must be amortized for a period of no more than forty (40) years and the annual amortizat
to this calculation will thelgeted in each subsequent fiscal year in an account nar
“accunelf aceds” .

Article 8.004 (b) establishasthe Municipality cannot obligate or spend funds in excess c
current fiscal year ' s appr oobligated ib a givgrefiscal
year if exceeds its budgeted or authorized amounts by the Municipal Legislature.

Section 3 of tiRevised Regulations over Basic Standards for Municipalities of Puerto Ricc
that the Municipality must take special pagaiing the revenue estimates so they does n
result in budget appropriations in excess of available resources.

Cause of Condition The overstatement of estimated revenues and/ or the incurrence ofitbblig)atiecktsv
available adpproved buery accounts caused the Municipality to operate with a defic
several years.

Effect of Condition The Municipality did not comply with the Article 7.011, Sextidnyai¢cle8.004 (b) and
Section 3 of the Revised RegulatiorasMeS®ratd for Municipalities of Puerto Rico.

Recommendation We recommend the Municigal@tjuate the adequacy of the previaihefor the deficit
reserve accounts in the nextyiseadbudged. Also, the Municipality's officers must evaluate |
negatie vaiances between budgeted actual revenues trend to reduce the budgeted expen
by department (quarterly allocation process) and to avoid future operational deficits at en

Questioned Costs None

8i



COMMONWEALTH OF PUERTO RICO Schedule of Findjs and Questioned Cog

MUNICIPALITY OF YAUCO For theFiscal Year Ended June 30, 2

Section 18 Financial Statements Finding

Finding Reference 2018003

Requirement Accounting Recordsviunicipal Solid Waste Landfill Closure and-¢tostire Care and
Maintenance Costs

Type of finding: Material Weakness in Internal Control (MW), Instancecoimgdbance (NC)
This finding igglar to prigear finding(8p17-008 and2056-004.

Statement of Condition The Municipalitg ehot adjust in its governwetd financial statemémesrequired liability for
closure and post closure costs based on an adequate study of thictlaetsalid waste
landfill.

At June 30, 201Be Municipality did not perform the required study of the available spax
the estimated cost of the closing ardososfctivies f t he Muni ci pal i
addition, the amouherpenses recorded in the financial statements is based on an est
made by the Municipality’s management .

Criteria Regul ations set forth by the U.S. stnvi
Di sposal Rlfe dMunicipaity i €<ri ¢euii méd to pl ace a
solid waste landfill site when it stops accepting waste, and to perform certain mainten
monitoring functions at the site for 30 years after closure. GASB 18 requires the Muni
peform atsidy of the activitiesneeded be I mpl emented at the
facilities to guarantee the maximum yield of available space and to comply with applic
and federal regulations. Based on this study, the tilumicipaécognize a liability in its
statement of net position a 30n2018

Cause of Condition The Municipality did nohtai an adequate control of its accountathiéitglésure and post
closure care costs of Municipal solid wasténatfition, the Municipality did not perform th
study required by EPA and GASB 18.

Effect of Condition The Municipality is not in compliance
Criteria” issued by the U.S. Environmen
Recommendation We recommend managempentorrs, the studyequired of the activities needed to be

implementedlt t he Municipality’s s ethe athountafshe e
liability that should be reportthe governmentetidties.

Questioned Cost None

8¢



COMMONWEALTH OF PUERTO RICO Schalule of Findings and Questioned Cg

MUNICIPALITY OF YAUCO For theFiscal Year Ended June 30, 2

Section 18 Financial Statements Findings

Finding Reference

208-004

Requirement

Type of finding:

Accounting Recordsinterfund Transactions

Material Weakness in Internal CorfidV) Instance of Noncompliance (NC)

This finding is similar to-pear finding(8D /-0 and206-0b.

Statement of Condition

Criteria

Cause of Condition

Effect of Condition

Recommendation

Questioned Costs

The Municipality does not maintain complete and accusatef theoldterfund cash
transactions and the corresponding due from and due to accouDuiiadpogesxamination

of the accounting records, we idetitifiethe Municipality does not maintain a complete a
accurate subsidiary record to accomsinterfund transactions, reported in the Balance She
inthe amount $4,734,08Asof Jume 30, 2@L

Article8.010 (cf2) and (3) of Act Number 81 of August 30, 1991 as amended (Auton
Municipalities Law) states that the Municipality should maintain accurate and complete &
records and fund control to ensure trat alVth n i ¢ i p adaretprpperly recordedn s a ¢

The Municipality did not maintain an adequatevenrttrel recording process witéund
transactions and the due from and due to accountbdlamcesMu n i c i ipgasysterh y ’
does not provide reliable and accurate financial information regarding its interfund transa

The Municipality is not in compliance Article 8.010 (C) (2) (3) oAk, e Blunicipality
failed in its accouiligband monitoring processes regarding interfund transactions.

We recommend managerimplemestprocedures in order to obtain and maintain an accur:
subsidiary record thetailghe interhd transactions and balances. Also, itbhpaitynshould
pay, as soon as possible, the amounts due related to federal grants

None



COMMONWEALTH OF PUERTO RICO Schalule of Findings and Questioned Cg

MUNICIPALITY OF YAUCO For theFiscal Year Ended June 30, 2

Section 18 Financial Statements Findings

Finding Reference

208-005

Requirement:

Type of Fiding:

Municipal license tax revenues

Significant Deficiency in Internal Control (SD), Instance of Noncompliance (NC)

This finding is similar to-pear finding(8P17-006 and2016-007.

Statement of Condition

Criteria

Cause of Condition

Effect of Condition

Recommendation

Questioned Costs

Municipal license taxenues ofelfiscal year 202018 which are collected in advance from
taxpayers betwedanuary 1 through June 308 ZKiown in Spanish as "Patente en
Suspenso"), were used by the Municipality to cover certain operating costs and ca
shortages of the general fund durirfigahleyeaended June 30, 80TThose unearned
revenues collected in advance pertain to the general fund's opdratirthebtidgal year
20B-20PB, and must not be used to pay obligations of the prior year.

Article 8.004(b) of Law No. 81 of Augii89B0Oknown as the Autonomous Municipalities Act
Puerto Rico (Law No. 81) states that the Municipality cannot use or obligate any amount
fiscal year that exceeds the appropriations and the resources authorized by ordinance or
forsuch fiscal year. In addition, the Municipality cannot be committed, in any form, to an
or negotiation for the future payment of amounts that exceed the current fiscal year's
resources.

The foregoing condition mapilly duéo the fadhat the Municipality does not prepare casrt
flows forecasts and projections to anticipate any cash Ehatemercomplete and updated
accounting recordsanagement does not have timely and accurate information regardil
operations and cannot monitor the adherence to the estabéistagpriopd@gtions and the
collections of the estimated revenues

This situation will result in signiaahtshortfalls which in turn might resukvieanéunl
redution or elimination of municipal services since future revenues wereuwrsedt tangay
prior years' l'iabilities.

We recommertide Municipality prepares cash flows forecasts anahprtgeatiticipate any
cashshortages and to awmthg financial resources of future fiscal years to cover the oper
needs of the current fiscal year.

None

(



COMMONWEALTH OF PUERTO RICO Schalule of Findings and Questioned Cg

MUNICIPALITY OF YAUCO For theFiscal Year Ended June 30, 2

Section 18 Financial Statements Findings

Finding Reference

208-006

Requirement:

Type of Finding:

Payroll and Related Liak@igd Payroll Preparation and Timekeeping

Material Weakness in internal Control (MW), Instance of Noncompliance (NC)

This finding is similar to-pear finding(8P1 7006

Statement of Condition

Criteria

Cause of Condition

Effect of Condition

Recommendation

Questioned Costs

During our audit proceduresidusoti obtain a complete records of the accumulation of licer
for vacations and sick leave of each employee. As a result, we could not validate the cor
absences balance amount included in the gowvedeigaincial statements.

Artite 11.016 (b)(1) of Law No. 81 of August 30, 1991, known as the Autonomous Mun
Act of Puerto Rico (Law No. 81), establishes that every municipality must prepare and ac
vacation and sick leave plan.

Internal contrplr ocedures failed to ensure that
the accumulation of licenses for vacations and sick leave of each employee.

The Municipality did not comply with regulations stated in Article) 10f. Qa6 (N){. 81 of
August 30, 1991, known as the Autonomous Municipalities Act of Puerto Rico (Law No. 8

The Municipality should establish adequate monitoring procedures to ensure that accun
licenses for vacations and siak \gH\be in accordance to regulations.

None
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COMMONWEALTH OF PUERTO RICO Schalule of Findings and Questioned Cg

MUNICIPALITY OF YAUCO For theFiscal Year Ended June 30, 2

Section 18 Financial Statements Findings

Finding Reference

2018007

Requirement:
Type of Finding:

Statement of Condition

Criteria

Cause of Condition

Effect of Condition

Recommendation

Questioned Costs

Capital Assetd Impairment Loss Recognition
Significant Defiency in Internal Control (SD), Instance of Noncompliance (NC)

During our examinat i onweamdteddnigemeM dichrioteevaluate |
capital assets in terms of impairmedudots the effect of Hunecdslariatherefore we could
not determine if the Municipality's capital assets are subject to impairment loss recognitio

GASBStatemeritio 42Accounting and Financial Reporting for Impairment of Capital Asset
for Insurance Recoveggtshlishes thabgernments are required to evaluate prominent evel
or changes in circumstances affecting capital assets to determine whether impairment ¢
asset has occurred. Such events or changes in circumstances that may be indiative of i
include evidence of physical damage, enactment or approval of laws or regulations
changes in environmental factors, technological changes or evidence of obsolescence, c
the manner or duration of use of a capital asset, aniboostsippetge. A capital asset
generally should be considered impaired if both (a) the decline in service utility of the ca
is large in magnitude and (b) the event or change in circumstance is outside the normal |i
the capital asset.

Management did not perform an impairment loss evaluation of its capital assets during
20172018.

The Municipalisynot in compliance with the GASB Statement No. 42

We recommend the Mupical i ty’' s Management to perfo
capital assets due to the effect of Hurricane Maria.

None



COMMONWEALTH OF PUERTO RICO Schalule of Findings and Questioned Cg

MUNICIPALITY OF YAUCO For theFiscal Year Ended June 30, 2

Section 11§ Major Federal Award Program Findings and Questioned Costs

(All of the followi findings are considered to be reportable conditions. Those that are material weaknesses (MW) al
such. A letter at the end of the finding title referred to the type of compliance requirement as per Uniform Guidance)

Finding Reference2018-088

Federal Agency:

U.S. Department of Housing and Urban Development

Federal Program Title and CFDA Number:  Section 8 Housing Choice Vouchers (CFDA No. 14.871)

Compliance Requirement:
Type of finding:

Statement of Condition

Criteria

Cause of Condition

Effect of Condition

Recommendation

Questioned Costs

Cash Management (C)
Significant Deficiendg InternalControl D), Instance of
Noncompliance (NC)

We observed that the program maintained an average cash balance per month of $17,3
June 30, 2018 the cash balance in its bank account was $38,506 exceeding the cash me
requirements for the program. This situation was due to an average leasing rate of 93%
95% as required, this means that the program did not userallappimred to the
Municipality.

Housing Choice Voucher Program Guidebook, Chapter 24, Section, 24.6 stated that a |
lease 95 percent of its units. A PHA with a utilization rate below 95 percent will not be id
a high performeregar dl ess of its overall scor e
allocations.

The Municipality did not maintain an occupancy rate of 95% during the year; however, it
to receive funds consistent with a higlkenpged$he program did not substitute the cancelle
vouchers promptly.

The program did not maintain a leasing rate of 95% as stated in Housing Choice Vouche
Guidebook, Chapter 24, Section, 24.6.

The managementsh perform an exhaustive analysis of the Fair Market Rent used for
calculation in order to prevent an excessive cash balance in its books and to promote th
between potential unit lessees to assure the 95% leasing rate.

None



COMMONWEALTH OF PUERTO RICO Schalule of Findings and Questioned Cg

MUNICIPALITY OF YAUCO For theFiscal Year Ended June 30, 2

Section 11§ Major Federal Award Program Findings and Questioned Costs

Finding Reference2018-0

Federal Agency:

U.S. Department of Housing and Urban Development

Federal Program Title and CFDA Number:  Section 8 Housing Choice Voush@FDA No. 14.871)

Compliance Requirement:

Type of finding:

Special Tests and Provisions §ifousing Quality Standards
Enforcement

Significant Deficiency in Internal Control (SD), Instance of
Noncompliance (NC)

This finding is similar to-pear fiding(s2017008, and2016012.

Statement of Condition

Criteria

Cause of Condition

Effect of Condition

Recommendation

Questioned Costs

During our verificationfiitéen(15) par t i crelgped motSection B Hbusirgy Choice
Voucher s, we noted that i n deinagnpdtrating (théit)the p
Muniipality followegb the deficiencies after 3 calendar days.

Code of Federal Regulations 24, Sections 982.158 (d) and 982.404 establishes that for L
contract that fail to meet HQS, the PHA must require the owner to correthr@ayesited life
HQS deficiencies within 24 hours after the inspections and all other HQS deficiencies
calendar days or within a specifiedgpif?ved extensions. If the owner does not correct t
cited HQS deficiencies within the specifiedbrqrezmd the PHA must stop the Housing
Assistance Payment or must terminate the HAP contract. Alsoadee fdefdgts, if the
family does not correct the cited HQS deficiencies within the specified correction period
must take prompt amgbréus action to enforce the family obligations.

Also, Code of Federal Regulations 24, sections 880.612 and 882.516, states that the M
must provide housing that is decent, safe and sanitary. To achieve this end, the Municif
performdusing quality inspections at the time of initial occupancy and at least annually tt
to assure that the units are decent, safe and sanitary.

The Municipality controls and procedures failed to assure that the defigienctednetedu 1
inspections are corrected in the period required in the Housing Quality Standards Enforce

The Municipality is not in compliance with the Code of Federal Regulations 24, Section
(d) and 982.404, and with dlde Gf Federal Regulations 24, sections 880.612 and 882.516.

We recommend the PHA stremgitsemonitoring procedures in order to ensure that tl
deficiencies detected in the unitdgpantim ns
the required time period.

None

i



COMMONWEALTH OF PUERTO RICO Schalule of Findings and Questioned Cg

MUNICIPALITY OF YAUCO For theFiscal Year Ended June 30, 2

Section ll§ Major Federal Award Program Findings and Questioned Costs

Finding Reference 28010

Federal Agency:

U.S. Department of Housing and Urban Development

Federal Program [Eitand CFDA Number: Section 8 Housing Choice Vouchers (CFDA No. 14.871)

Compliance Requirement:
Type of finding:

Reporting Financial Reporting (MW)
Material Weakness in Internal Control (MW),
Instance of Noncompliance (NC)

This finding is similar to-pear finding(8p1700.

Statement of Condition

Criteria

Cause of Condition

Effect of Condition

During our audit, we noted that the Program did not maintain an adequate set of ac
records for the Sectiono8@gthg Choice Vouchers to fairly present the financial position ©
program and results of its operations. The financial information reported in Voucher Ma
System (VMS) is based on accounting information compiled from different soonrcas and
complete set of accounting records.

24 CFR Subpart C, Part 85.20 (b) (2) states that the grantees and sub grantees must
records which adequately identify the source and application of funds, provided for fi
assisted actigis. These records must contain information pertaining to grant or sub grant
and authorizations, obligations, unobligated balances, assets, liabilities, outlays or exp
and income.

24 CFR Subpart D Section 982.158 (a), established thatrhust maintain complete and
accurate accounts and other records for the program in accordance with HUD requiren
manner that permits a speedy and effective audit. The records must be in the form re
HUD, including requirements guyaromputerized or electronic forms okeseqing. The
municipality must comply with the financial reporting requirements in 24 CFR part 5, suby
financial management system of other grantees-gradteg) must meet the following
standards

9 Financial reporting: Accurate, current, and complete disclosure of the financial r
financially assisted activities must be made in accordance with the financial r
requirements of the grant egsauti.

9 Accounting records: Grantedssabgrantees must maintain records which adequate
identify the source and application of funds provided foafisateiblytivities. These
records must contain information pertaining to grgnamtr anbrds and authorizations,
obligationsinobligated balances, assets, liabilities, outlays or expenditures, and inco

Adequate internal controls and proper monitoring procedures do not exist to ens
maintenance of a complete set of accounting records as requireBlbya gr am’ s r
grant agreement. Also, the accounting personnel does not possess the adequate training
a proper recognition of the Program’s fi

The Program’s ac c o uwpdatedragd ceamplste fimanciatlimfamation the
present the financial position and the result of operations and the change in fund balan
information is necessary to take management decisions. In addition, the Program's repo
to federafunding may be misleading for internal management decision making and
reliability of external financial repAring.c onsequence, 1it's not

ot



COMMONWEALTH OF PUERTO RICO Schalule of Findings and Questioned Cg

MUNICIPALITY OF YAUCO For theFiscal Year Ended June 30, 2

Section ll§ Major Federal Award Program Findings and Questioned Costs

Finding Referemc208-010(continued)

Recommendation

Questioned Costs

Management should take necessary steps to establish and maintaining proper internal cc
periodic monitoring procedures to ensur
budgetary transactians icomplete set of accounting records, using thentipgylstem.

The Program must give financial training to the personnel in charge of the accountin
keeping and preparation of the financial reports to ascertain that: (1) the aotounting
complies with state and federal laws, (2) all the transactions related to assets, liabilities,
and expenditures is recorded and reconciled in a timely manner.

None

ot



COMMONWEALTH OF PUERTO RICO Schalule of Findings and Questioned Cg

MUNICIPALITY OF YAUCO For theFiscal Year Ended June 30, 2

Section 116 Major Fedad Award Program Findings and Questioned Costs

Finding Reference 2018-011

Federal Agency:

U.S. Department of Housing and Urban Development

Federal Program Title and CFDA Number: Section 8 Housing Choice Vouchers (CFDA No. 14.871)

Compliance Requirement
Type of finding:

Statement of Condition

Criteria

Cause of Condition

Effect of Condition

Recommendation

Questiond Costs

Special Tesd Rolling Forward Equity Balances
Mateial Weakness Internal Condt (MW, Instance of
Norcompliance (NC)

As part of our audit procedures over the monthly submitted reports, Voucheyg@mmageme
(VMS), we required evidence of how the Administrative Fee Equity and HAP Equ
calculated. The accountant didn't provide a monthly detail that reconciled with the in
submitted in the VMS. In addition, the amounts presente8 iat then¥N0, 2018, do not
reconcile with the amounts presented in the Financial Data Schedule (FDS).

24 CFR 982.158 (a) states that the PHA must maintain complete and accurate accounts
records for the program in accordance with tildDeats, in a manner that permits a speed
and effective audit. The records must be form required by HUD, including requirements
computerized or electronic forms ofkeepindg. The must comply with the financial reporti
requirements in &R Part 5, Subpart H.

The program accountants do not reconcile the HAP and Administrative Fee Equity
monthly.

The Municipality did not have proper accounting records to allow them maintain com
accurate to detect and correct accounting errors in a timely manner.

We recommend management to prepare the bank conciliations timely, and reconcile on
basis the HAP and Administrative Fee equity balances and document it.

None
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF YAUCO

Schalule of Findings and Questioned Cg

For theFiscal Year Ended June 30, 2

Section 11§ Major Federal Award Program Findings and Questioned Costs

Finding Reference 33112

Federal Agency:

Federal Program Title and CFDA Number:
Compliance Requirement:

Type of finding:

U.S. Department of Housing and Urban Development
SupportiveHousing Program (SHP) (CFDA.14.235)
Cash Management (C)

Significant Deficiency in Internal Cor(®d), Instance of
Noncompliance (NC)

This finding is similar to-pear finding(8p17010.
Statement dCondition The Municipality’s internal control ove
federal programs is not effective since it is not minimizing the time elapsed between the r

disbursement of funds. In our drawdown testeevé€B)tfund requisitions, we noted the
following exceptions:

a. Inthree (3) fund requisitions in the total amount of $61,879, we observed that the M
made the disbursements between six (6) to nine (9) days after the deposits. The
tablesummarizes the situation noted:

Criteria

Cause of Condition

Effect of Condition

Amount of
Date of Requisitiof Requisition Numbel  Disbursement | Days Elapseq
7/24/2017 50100324754 $1,012.61 6
9/12/2017 50100336196 $18,923.5 6
4/27/2018 50100389124 $158.99 9

24 CFR Subpart C, Secttoa®(b) (7), Cash management. Procedures for minimizing the
elapsing between the transfer of funds from the U.S. Treasury and disbursement by gra
subgrantees must be followed whenever advance payment procedures are used. Grant
estallish reasonable procedures to ensure the receipt of repgrts anrstibe e s’ ca:
and cash disbursements in sufficient time to enable them to prepare complete and acct
transactions reports to the awarding agency.

24 CFR Subpart |, Seck@0.489 (c), Federal grant paym@ntPayment. The state shall be
paid in advance in accordance with Treasury Circular 1075 (31 CFR part 205). The State
procedures to minimize the time elapsing between the transfer of grant fsetdsesmaidisbut
funds by the State to units of general local government. Units of general local governr
also use procedures to minimize the time elapsing between the transfer of funds by the
disbursement for Supportive Housing Progranti(@ieB) ac

The Municipality’s disbursement procedu
from the grantor is disbursed in compliance with the Code of Federal Regulations Reqt
The above conditions are the rdsuladequate cash forecasting procedures because t
Municipality has requested and received federal funds in excess of its immediate needs.

This situation could cause reimbursement of funds to the federal agencies duectshn exce
on hand.

ot



COMMONWEALTH OF PUERTO RICO Schalule of Findings and Questioned Cg

MUNICIPALITY OF YAUCO For theFiscal Year Ended June 30, 2

Section ll§ Major Federal Award Program Findings and Questioned Costs

Finding Reference 3J112 (continued)

Recommendation The Municipality should modify the cash forecasting process by establishing a system t
the casheeds for the next five days, as established by SHP regulations. Federal funds sh
be requested when they are going to be disbursed immediately after receipt, or withi
business days.

Questioned Costs None



COMMONWEALTH OF PUERTO RICO Corrective Action Pla

MUNICIPALITY OF YAUCO For theFiscal Year Ended June 30, 2

Audit ReporReportsm Compliance and Internal Control in Accordance with Governmental Auditing Standards and OMB Super Circular Uniform Guidance
Audit Periodiuly 1, 201#June 30, 281 Fiscal Yea2017208

Principal Executiydon. Angel L. Torres Ortiz, Mayor

Contact Persaur. Luis A. Collado Ruiz, Finance and Budget Director Phone(787) 861340, ext. 1017

Statement of Concurrencel

Original Finding Number
Non concurrence

Corrective Action

2018001 We concur witketfinding.| We concur with the auditors’ recommen

the Commonwealth’s Empl oyees &sureithelaaing
the audited information requireddastandals.

Impémentation Date: During the ZMiBiscal year

ResponsibleePsons: MLuis A. Collado Ruiz
Finance and Budget Director

| CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

B e

Hon. Angel L. Torres OrtiMayor

March 15, 2019
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COMMONWEALTH OF PUERTO RICO

Corrective Action Pla
MUNICIPALITOF YAUCO For theFiscal Year Ended June 30, 2

Audit ReporReports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and OMB Shnda@iecular Uniform
Audit Periodtuly 1, 207—June 30, 281

Principal Executidgon. Angel L. Torres Ortiz, Mayor

Fiscal Yea2017208

Contact Persohtr. Luis A. Collado Ruiz, Finance and Budget Director

Phone(787) 856340, ext. 1017

Original Finding Number Stateliln ent of Concurrence Corrective Action
on concurrence
2018002 We concur with the findif The Municipality of Yauco lacks economical resoavegdttobasics necessities. In ad
the operational expggaresuch as gasoline and utilities have had a dramatic increas
| ast fiscal year s. However, for our

projects in the toigy of this city. To contrainthrecipal operational exjitenesye reduced ti
employees working hpws eliminated regular positatsovertime payand we als
eliminated travel expenses including meadsnamthicationess. Wewill contirautaking th
necessary measures to correct this situation

Implemeation Date: During the Zi&Xiscal year

Responsible Persons:IMis A. Collado Ruiz
Finance and Budget Director

| CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

A s

L3

Mart 15, 2019 101

Hon. Angel L. Torres OrtiMayor



COMMONWEALTH OF PUERTO RICO Corrective Action Pla

MUNICIPALITOF YAUCO For theFiscal Year Ended June 30, 2

Audit ReporReports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and OMB Shnda@iecular Uniform
Audit Periodiuly 1, 207—June 30, 281 Fiscal Yea2017208B

Principal Executidgon. Angel L. Torres Ortiz, Mayor

Contact Persohtr. Luis A. Collado Ruiz, Finance and Budget Director Phone(787) 856340, ext. 1017

Statement of Concurrence

Original Finding Number N
on concurrence

Corrective Action

2018003 We concur with the findit We will revise the landfill study in ocedsutdhat the liability calculations are made ag
to federal regulations.

Implementation Daterii the 201801%iscal year

Responsible Persons:IMis A. Collado Ruiz
Finance and Budget Director

| CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

A s

L3

Mart 15, 2019 102

Hon. Angel L. Torres OrtiMayor



COMMONWEALTH OF PUERTO RICO Corrective Action Pla

MUNICIPALITOF YAUCO For theFiscal Year Ended June 30, 2

Audit ReporReports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and OMB Shnda@iecular Uniform
Audit Periodiuly 1, 207—June 30, 281 Fiscal Yea2017208B

Principal Executidgon. Angel L. Torres Ortiz, Mayor

Contact Persohtr. Luis A. Collado Ruiz, Finance and Budget Director Phone(787) 856340, ext. 1017

Statement of Concurrence

Original Finding Number N
on concurrence

Corrective Action

Impémentation Date: During the ZMiBiscal year

Responsible Persons:IMis A. Collado Ruiz
Finance and Budget Director

2018004 We concur with the findiy As part of our corrective action plan, we are identifying the origin of all the intesf
that are not properly documented and will proceed to realize the necessary adjustil

| CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

A s

L3

Mart 15, 2019

Hon. Angel L. Torres OrtiMayor
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COMMONWEALTH OF PUERTO RICO

Corrective Action Pla
MUNICIPALITOF YAUCO For theFiscal Year Ended June 30, 2

Audit ReporReports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and OMB Shnda@iecular Uniform
Audit Periodiuly 1, 207—June 30, 281

Fiscal Yea2017208
Principal Executidgon. Angel L. Torres Ortiz, Mayor

Contact Persohtr. Luis A. Collado Ruiz, Finance and Budget Director

Phone(787) 854340, ext. 1017

Original Finding Number Stateliln ent of Concurrence Corrective Action
on concurrence
2018005 We concur with the findit

With the implementation of correctimesadescribed in Finding-2028we expect to ay

or, at least, reduce the use of the municipal license tax revenues colleet@u fintuag
fiscal years.

Implementation Date: During tiee20®ifiscal year

Responsible Persons:IMis A. Collado Ruiz
Finance and Budget Director

| CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

) Mart 15, 2019 104
PR R

L3

Hon. Angel L. Torres OrtiMayor




COMMONWEALTH OF PUERTO RICO

Corrective Action Pla
MUNICIPALITOF YAUCO For theFiscal Year Ended June 30, 2

Audit ReporReports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and OMB Shnda@iecular Uniform
Audit Periodtuly 1, 207—June 30, 281

Principal Executidgon. Angel L. Torres Ortiz, Mayor

Fiscal Yea2017208

Contact Persohtr. Luis A. Collado Ruiz, Finance and Budget Director

Phone(787) 856340, ext. 1017

Original Finding Number Stateliln ent of Concurrence Corrective Action
on concurrence
2018006 We concwiththe finding

As part of our corrective action plan, the Human Resources Department will
measuret establish adequate monitoring procedures to ensure that accumulatian
vacations and sick leave will be in accordance to regulations and in the establishe

Implementation Date: During tiee2Q®ifiscal year

Responsible Persavss. Damaris Batista
Human Resources Departmentddirec

| CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

g Mart 15, 2019 105
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L3

Hon. Angel L. Torres OrtiMayor




COMMONWEALTH OF PUERTO RICO Corrective Action Pla

MUNICIPALITOF YAUCO For theFiscal Year Ended June 30, 2

Audit ReporReports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and OMB Shnda@iecular Uniform

Audit Periodtuly 1, 207—June 30, 281 Fiscal YeaP01720B
Principal Executidgon. Angel L. Torres Ortiz, Mayor
Contact Persohtr. Luis A. Collado Ruiz, Finance and Budget Director Phone(787) 856340, ext. 1017

Statement of Concurrence

Corrective Action
Non concurrence

Original Finding Number

2018007 We concur with the findi| During the 202018 fiscal year, we were affected by two unprecedented disasters,
that the main focus of the Municipality was to address the emergency situation
was going. As of today we continue to roatket@ffnitigate the losses caused by
disasters and waiting for the insurance to complete the adjustment process t(
evaluation of the loss due to the deterioration of the capital assets.

Implementation Date: During ti9e2@fiscalyear

Responsible Persons:  LW&.A. G@lado Ruiz
Federal Program Director

| CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

A s

L3

Mart 15, 2019 106

Hon. Angel L. Torres OrtiMayor



COMMONWEALTH OF PUERTO RICO

Corrective Action Pla
MUNICIPALITOF YAUCO For theFiscal Year Ended June 30, 2

Audit ReporReports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and OMB Shnda@iecular Uniform
Audit Periodiuly 1, 207—June 30, 281

Fiscal Yea2017208
Principal Executidgon. Angel L. Torres Ortiz, Mayor

Contact Persohtr. Luis A. Collado Ruiz, Finance and Budget Director

Phone(787) 854340, ext. 1017

Original Finding Number Stateliln ent of Concurrence Corrective Action
on concurrence
20180C8 We concur with the findif The Municipality will take adequate measurements to complyasgeétp thadlecas

management.

Implementation Date: During the2Q@%8iscal year

Responsible Persons: Mrs. Berlian Torres
Federal Program Supervisor

Mr. Luis Martinez Pueyo
Federal Program Director

| CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

Mart 15, 2019 107
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Hon. Angel L. Torres OrtiMayor



COMMONWEALTH OF PUERTO RICO

Corrective Action Pla

MUNICIPALITOF YAUCO For theFiscal Year Ended June 30, 2

Audit ReporReports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and OMB Shnda@iecular Uniform
Audit Periodiuly 1, 207—June 30, 281 Fiscal Yea2017208B

Principal Executidgon. Angel L. Torres Ortiz, Mayor

Contact Persohtr. Luis A. Collado Ruiz, Finance and Budget Director Phone(787) 856340, ext. 1017

Original Finding Number Statement of Concurrence

Corrective Action
Non concurrence
20180 We concur with the findit As  part of our corrective angthen ben mopitor
procedur es. Al so, t h & adcaedareen with the recorhneeiy
received.

Implementation Dd&ering the 20281 %iscal year
Responsible Persavss. Berlian Torres
Fedeal Program Supervisor

Mr.Luis A. Collado Ruiz
Finance and Budget Director

| CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

A s

Mart 15, 2019 108
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Hon. Angel L. Torres OrtiMayor



COMMONWEALTH OF PUERTO RICO Corrective Action Pla

MUNICIPALITOF YAUCO For theFiscal Year Ended June 30, 2

Audit ReporReports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and OMB Shnda@iecular Uniform
Audit Periodiuly 1, 207—June 30, 281 Fiscal Yea2017208
Principal Executidgon. Angel L. Torres Ortiz, Mayor

Contact Persohtr. Luis A. Collado Ruiz, Finance and Budget Director Phone(787) 856340, ext. 1017

Statement of Concurrence

Corrective Action
Non concurrence

Original Finding Number

2018010 We concur withthe findit The Program’s Management has aBIMA, avbia
contains adequate procedures for the tim#igtion of federal funds reporting with ac
records and to produce reliable financial data.

Also, the acting Finance and Budget Director will discuss the recommendation

finding with the Pr ogr aomdetelglenaegtaione nf
up procedure will be established until the corrective action has been completed.

Implementation D&ering the 20281%iscal year

Responsible Persavs:Luis A. Collado Ruiz
Finance and Budget Director

| CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

A s

L3

Mart 15, 2019 109

Hon. Angel L. Torres OrtiMayor



COMMONWEALTH OF PUERTO RICO Corrective Action Pla
MUNICIPALITOF YAUCO

For theFiscal Year Ended June 30, 2

Audit ReporReports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and OMB Shnda@iecular Uniform
Audit Periodiuly 1, 207—June 30, 281

Principal Executidgon. Angel L. Torres Ortiz, Mayor

Fiscal Yea2017208

Contact Persohtr. Luis A. Collado Ruiz, Finance and Budget Director

Phone(787) 854340, ext. 1017

Original Finding Number Stateliln ent of Concurrence Corrective Action
on concurrence
2018011 We concur with the findif As  part of our corrective action pl
procedures. Al so, the tenant’'s f idatog
received.

Implementation Ddaring the 20281 %iscal year
Responsible Persaviss.Berlian Torres
Federal Program Supervisor

Mr.Luis A. Collado Ruiz
Finance and Budget Director

| CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

g Mart 15, 2019 110
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Hon. Angel L. Torres OrtiMayor




COMMONWEALTH OF PUERTO RICO

Corrective Action Pla
MUNICIPALITOF YAUCO For theFiscal Year Ended June 30, 2

Audit ReporReports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and OMB Shnda@iecular Uniform
Audit Periodiuly 1, 207—June 30, 281

Fiscal Yea2017208

Principal Executidgon. Angel L. Torres Ortiz, Mayor

Contact Persohtr. Luis A. Collado Ruiz, Finance and Budget Director

Phone(787) 854340, ext. 1017

Original Finding Number Stateliln ent of Concurrence Corrective Action
on concurrence
2018012 We concur with the figdif The Municipality will implement procedures to minimize the time elapsed betwee

and the disbursement of funds. The procedure will include improving theiprecesgio|
and check processing.

Implementation Dd@aring the0282019 fiscal year

Responsible Persawvs: Luis Martinez Pueyo
Program Director

Mr. Luis A. Collado Ruiz
Finance and Budget Director

| CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

g Mart 15, 2019 111
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Hon. Angel L. Torres OrtiMayor




COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF YAUCO

Summarnschedule of Prior Yeakudit Findings
For theFiscal Year Ended June 30, 2

Audt ReportReports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and OMB Shnda@iecular Uniform

Audit Periodluly 1, 201¥June 30, 261

Principal Executidgon. Angel L. Torres Ortiz, Mayor

Contact Persaomr.Luis A. Collado R&imance and BetiDirector

Fiscal Yea?017-2018

Phone(787) 858340, ext. 1017

Original Findincl

Corrective Actions for find

Finding Condition not corrected or partiall Questionec Status
Number Cost
corrected
2017001 (FS) | Recognition| Management has not complied with the accounting and financii The Municifiy concurs wi None A similar
and Reportin| requirements for pensions that are provided to the employees of st the aud situatio took
of Net governmental employers through pension plans trusts that com| recommendations and place during
Pension | criteria set forth imetGASB Statement No.A&®ounting and Finan| closely monitoring the act 20172018
Liability- Reporting for Pensiohlse amount by which this departure would aj o f t he Co with the
Cost Sharing assets, deferred outflows of resources, liabilities, deferred inflows | Employees Retirem implementatio
Pension |and net position oehtal dctivides Mis nat b System Administration in g of GASB 73
PlangMW) | determined. to makeensure the obtaini and 75.
the  audited informat
I n addition, t he Muni ci pal it ) requiredby this standard. See current
descriptive information about the pension plans through which the year finding
provided required by the GASB Statement No. 68hamgasinployer 2018001.
Also, management has omitted historical pension information tha|
principles generally accepted in the United States of America re
presented to supplement the basic financial statements.

| CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

e s

Hon. Angel L. Torres OrtiMayor
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COMMONWEALTH OF PUERTO RICO Summarnschedule of Prior Yeakudit Findings

MUNICIPALITY OF YAUCO For theFiscal Year Ended June 30, 2

Audt ReportReports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and OMB Shnda@iecular Uniform

Audit Periodiuly 1, 2017June 30, 281 Fiscal Yea2017-2018
Principal Executidgon. Angel L. Torres Ortiz, Mayor
Contact Persaomr.Luis A. Collado R&imance and BetiDirector Phone(787) 856340, ext. 1017
- — Corrective Actions for fing .
Original Fmdmcl Finding Condition not corrected or partiall Questioneq Status
Number Cost
corrected

2017002(FS) Operating | As of June 30, 201fe Municipalitps#d with an acoulated deficit| The Municipality of Yau None Not esolved

Deficit of | $(12,533,826in the general fund as presented in the Balance | lacks economical resourt yet.See
General Fun{ Governmental Funds. to cover its basic current findin
(MW) Plans necessities. In addition, 1 number 2018

(MW) operational expenses hsu o.

as gasoline and utilities h:
had a dramatic increa
during the last fiscal yeg
However, f ol
pride, we have done t
biggest monumental w(
projects in the history of {
city. To control the Munici
operational expenses \
reduced the employees
working hours, we elimina
regular positions, W
eliminated overtime pay, ¢
we also eliminated tray
expenses including mei
and ommunicatiarost We

will continue taking ti
necessary meares to
correct this situation.

| CERTIFY THAT THE INFORMATION ABOVE IS CORRECT 113

Mart 15, 2019
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF YAUCO

Summarnschedule of Prior Yeakudit Findings
For theFiscal Year Ended June 30, 2

Audt ReportReports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and OMB Shnda@iecular Uniform

Audit Periodluly 1, 201¥June 30, 261

Principal Executidgon. Angel L. Torres Ortiz, Mayor

Contact Persaomr.Luis A. Collado R&imance and BetiDirector

Fiscal Yea?017-2018

Phone(787) 858340, ext. 1017

Corrective Actions for find

Original Findin Finding Condition not corrected or partiall Questionec Status
Number Cost
corrected
2017003(FS) Accounting | The Municipality did not adjust in its government widstditeamerdal, th We will revise the land None Not resolved
Records | required liability for closure and post closure costs based on an ad study in ordéo ensurehat yet. See
Municipal | of the activities of the solid waste landfill. the liability calculations : current finding
Solid Waste made according to fede number 2018
Landfill At June 30, 2Q1fhe Municipality did not perform the required stu| regulations. 003.
Closure and available space and the estintatgtdof the closing and-plasting of th
Postclosure| Muni ci pality’s waste | andfil|l
Care and | financial statements is based on an estimateymade tbe MU
Maintenance management.
Costs

| CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

A s

Hon. Angel L. Torres OrtiMayor
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COMMONWEALTH OF PUERTO RICO Summarnschedule of Prior Yeakudit Findings

MUNICIPALITY OF YAUCO For theFiscal Year Ended June 30, 2

Audt ReportReports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and OMB Shnda@iecular Uniform

Audit Periodiuly 1, 2017June 30, 281 Fiscal Yea2017-2018
Principal Executidgon. Angel L. Torres Ortiz, Mayor
Contact Persaomr.Luis A. Collado R&imance and BetiDirector Phone(787) 856340, ext. 1017
- — Corrective Actions for fing .
Original Fmdmcl Finding Condition not corrected or partiall Questioneq Status
Number Cost
corrected

2017004 (FS) | Accounting| The Municipality does not maintain eomupietaccurate records of| As part of our correct None Not resolved

Records | interfund cash transactions and the corresponding due from and dy action plan, we are identif yet.See
Interfund | balances. During our examination of the accounting records, we i the origin of all the interf current
Transactiong the Municipality does not maintain a complete and accurateesobgitf] transaction that are not finding
account for its interfund transactions, reported in the Balance § properlydocumented and \ number 201§
amount of $4,935,146 as of June 30, 2017. proceed to realize { 004.

necessary adjusting entrie

| CERTIFY THAT THE INFORMATION ABOVE IS CORRECT 115

Mart 15, 2019
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF YAUCO

Summarnschedule of Prior Yeakudit Findings
For theFiscal Year Ended June 30, 2

Audt ReportReports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and OMB Shnda@iecular Uniform

Audit Periodluly 1, 201¥June 30, 261

Principal Executidgon. Angel L. Torres Ortiz, Mayor

Contact Persaomr.Luis A. Collado R&imance and BetiDirector

Fiscal Yea?017-2018

Phone(787) 858340, ext. 1017

Original Findincl

Corrective Actions for find

Questioned

during the fiscal year ended June 30, 2017. Those unearned reven
in advance pertain to the general fund's operating budget of the
20172018, and must not be used to pay obligations of the prior yea

the use of thenunicipal
license ta  revenues
collected in advarneduture
fiscal years.

Number Finding Condition not corrected or partiall Cost Status
corrected
2017005(FS) Municipal | Municipal license tax revenues of the diaca0y-2018, which wel With the implemeitat of None Not resolved
License Tax collected in advance from taxpayers between January 1 through J| correctivactions detailed i yet.See
Revenues | (known in Spanish as "Patente en Suspenso"), were used by the N Finding 201802 we expect current findin
(MW) cover certain operating costs and cash flows shortages of the ¢ to avoid or, at least, reddy number 201§

005.

| CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

A s

Hon. Angel L. Torres OrtiMayor

Mart 15, 2019
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF YAUCO

Summarnschedule of Prior Yeakudit Findings
For theFiscal Year Ended June 30, 2

Audt ReportReports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and OMB Shnda@iecular Uniform

Audit Periodluly 1, 201¥June 30, 261

Principal Executidgon. Angel L. Torres Ortiz, Mayor

Contact Persaomr.Luis A. Collado R&imance and BetiDirector

Fiscal Yea?017-2018

Phone(787) 858340, ext. 1017

Original Findincl

Corrective Actions for find

sick leave will be
accordance to regulatio
and in the established time

Finding Condition not corrected or partiall Questionec Status
Number corrected Cost
2017006(FS) Payroll and| During our audit procedures, we did not obtain a complete req As part of our correcti None Not resolved
Related | accumulation of licenses for vacations and sick leave olfogaeh A&sn{ action plan, the Hum yet.See
Liabilities | result, we could not validate the compensated absences balal Resources Department current findin
Payroll included in the governmadeé financial statements. strengthen the measures number 201§
Preparation establish adeaje 00s.
and monitoring procedures
Timekeeping ensure that accumulation
(MW) (NC) licenses for vacations &

| CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

A s

Hon. Angel L. Torres OrtiMayor

Mart 15, 2019
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COMMONWEALTH OF PUERTO RICO Summarnschedule of Prior Yeakudit Findings

MUNICIPALITY OF YAUCO For theFiscal Year Ended June 30, 2

Audt ReportReports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and OMB Shnda@iecular Uniform

Audit Periodiuly 1, 2017June 30, 281 Fiscal Yea2017-2018
Principal Executidgon. Angel L. Torres Ortiz, Mayor
Contact Persaomr.Luis A. Collado R&imance and BetiDirector Phone(787) 856340, ext. 1017
- — Corrective Actions for fing .
Original Fmdmcl Finding Condition not corrected or partiall Questionec Status
Number Cost
corrected
2017007 Activities | During the fiscal year 2B0®5/, Section 8 Housing Choice V(T h e Mu n i None Full correctiv
Alloved or | transferred certain restricted funds to the general opgatiagdamporg management agrees with action has
Unallowed (Abasis. The funds that were tr|finding. The Progra been taken.
Secton8 lamounted to $34, 345. Dur i ng t| Coordinator will make This finding
Housing | made reimbursements to the program, resulting in a net due from| written request to th was ot
Choice of $494hs of June 30, 2017. Department of Finance repeated in
Vouchers the payment of any amo fiscal year
(CFDA No. due from unallowed transf 20172018
14.871 of funds and will require t
uU.S. this duation does not repe
Department itself in the future.
Housing ang
Urban
Developmen
| CERTIFY THAT THE INFORMATION ABOVE IS CORRECT 118
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF YAUCO

Summarnschedule of Prior Yeakudit Findings

For theFiscal Year Ended June 30, 2

Audt ReportReports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and OMB Shnda@iecular Uniform

Audit Periodluly 1, 201¥June 30, 261

Principal Executidgon. Angel L. Torres Ortiz, Mayor

Contact Persaomr.Luis A. Collado R&imance and BetiDirector

Fiscal Yea?017-2018

Phone(787) 858340, ext. 1017

Original Findincl

Corrective Actions for find

Finding Condition not corrected or partiall Questionec Status
Number Cost
corrected
2017008 Special Testt Duri ng our verification of tng| As part of our correcti None Not resolved
and situation: action plan, the Prograr yet.See
Provisions (N supervisor will strengthen current findin
—Housing [a.H ve (5) participant’s fil es | monitoring procedures. A number 201§
Quality Municipality followsemithe deficiencies detected after 30 calendars dq the tenant's files will om.
Standards reviewed in accordance v
Enforcemen) b.In one (1) the participant's file, evidence of the inspection was fd the recommendatiq
Section 8 | deficiencies were corrected days after the maximum 24 hour period received.
Housing
Chace
Vouchers
(CFDA No.
14.871
u.s.
Department
Housing anc
Urban
Developmen

| CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

A s

Hon. Angel L. Torres OrtiMayor
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF YAUCO

Summarnschedule of Prior Yeakudit Findings

For theFiscal Year Ended June 30, 2

Audt ReportReports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and OMB Shnda@iecular Uniform

Audit Periodluly 1, 201¥June 30, 261

Principal Executidgon. Angel L. Torres Ortiz, Mayor

Contact Persaomr.Luis A. Collado R&imance and BetiDirector

Fiscal Yea?017-2018

Phone(787) 858340, ext. 1017

Original Findincl

Corrective Actions for find

Questioned

Number Finding Condition not corrected or partiall Cost Status
corrected
2017009 Reporting | During our audit, we noted that the Program did not maintain an ad As part of our correcti None Not resolved
Financial | accounting records for the Section 8 Housing Choice Vouchers to | action plan, the Prograr yet.See
Reporting | the financial positionhef program and results of its operations. The| supervisor will strengthen current findin
(MW) information reported in Voucher Management System (VMS) i{ monitoring procedures. A number 201§
Section 8 | accounting information compiled from different sources and not frol the tenant's files will 010
Housing | set of accounting records. reviewed in accordance V|
Choice the recommendatic
Vouchers received.
(CFDA No.
14.87}1
u.s.
Department
Housing anc
Urban
Developmen

| CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

A s

Hon. Angel L. Torres OrtiMayor

Mart 15, 2019
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF YAUCO

Summarnschedule of Prior Yeakudit Findings

For theFiscal Year Ended June 30, 2

Audt ReportReports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and OMB Shnda@iecular Uniform

Audit Periodluly 1, 201¥June 30, 261

Principal Executidgon. Angel L. Torres Ortiz, Mayor

Contact Persaomr.Luis A. Collado R&imance and BetiDirector

Fiscal Yea?017-2018

Phone(787) 858340, ext. 1017

Original Findincl

Corrective Actions for find

b. The bank reconciliations stvewagenonthly cash balance of $4,230
Yauco Permanent Housing Project Account. The caskhaveewa negati
balance in the following months:

Month Amount
January 2017 $ (9,240
February 2017 $ (9,759

Finding Condition not corrected or partiall Questionec Status
Number corrected Cost
2017010 Cash The Municipality’ s ncé withehe mash managen The Municipality Wi None Not resolved
Management| requirements of federal programs is not effective since it is not minim| implement procedures yet.See
© elapsed between the receipt and disbursement of funds. In our drawd minimize the time elaps current finding
Supportive | seven (7) fund requisitions, we noted the followingsexceptio between the drawdown g number 2018
Hausing o . the disbursement of fun 012.
Program a. In seven (7) fund reqwsmqns in the total amount of $106,5§9, We { The pocedure  will includ
(SHP) the Municipality made the disbursements between four (4)eighteird improving the process of f
(CFDA.14.235 days after the deposits. The following table summarizes the situation n| i :arvention and che
u.sS. processing.
Depar.tment g Date of Requisition Amount of Days
Housing and Requisition Number Disbursement| Elapsed
Urban 9/26/2016 | 50100256375 $18,900 4
Developmen 12/28/2016 | 50100277524 $11,386 10
12/29/2016 50100277858 $12,381 21
12/29/2016 50100277858 $518 29
12/29/2016 | 50100277858 $210 72
12/29/2016 | 50100277858 $262 78
2/6/2017 50100285789 $19,108 7
2/15/2017 50100288163 $11,730 5
6/22/2017 50100318052 $24,845 12

| CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

e s

Hon. Angel L. Torres OrtiMayor
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF YAUCO

Summarnschedule of Prior Yeakudit Findings
For theFiscal Year Ended June 30, 2

Audt ReportReports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and OMB Shnda@iecular Uniform

Audit Periodluly 1, 201¥June 30, 261

Principal Executidgon. Angel L. Torres Ortiz, Mayor
Contact Persaomr.Luis A. Collado R&imance and BetiDirector

Fiscal Yea?017-2018

Phone(787) 858340, ext. 1017

Original Findincl

Corrective Actions for find

Finding Condition not corrected or partiall Questionec Status
Number Cost
corrected
2017011 Supportive | During our matching test, we observed that the program did n¢ Since it was the first time { None Full correctiv
Housing | matching requirements of federal funds in cash. As a result, the p| we worked with this type action has
Program | not comply with the match of rehabilitatenradions and supportive sg¢ matching requirement, th been taken.
(SHP) costs. were some instances wh This finding
(CFDA.14.23 not all the staff worked wasnot
5) befitted and therefore, f repeated in
uU.S. deficiency in the budget fiscal year
Department created. Duringhe fiscal 20172018
Housing anc year 2018017, the prograi
Urban accountant modifies t
Developmen chart of account in tf
accounting system to com
with the requirement.
| CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

A s

Hon. Angel L. Torres OrtiMayor

Mart 15, 2019
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COMMONWEALTH OF PUERTO RICO Summarnschedule of Prior Yeakudit Findings

MUNICIPALITY OF YAUCO For theFiscal Year Ended June 30, 2

Audt ReportReports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and OMB Shnda@iecular Uniform

Audit Periodiuly 1, 2017June 30, 281 Fiscal Yea2017-2018
Principal Executidgon. Angel L. Torres Ortiz, Mayor
Contact Persaomr.Luis A. Collado R&imance and BetiDirector Phone(787) 856340, ext. 1017
- - Corrective Actions for fing .
Original Fmdmcl Finding Condition not corrected or partiall Questioneq Status
Number Cost
corrected

2016001 ES) Recognition and| Management has not complied with T h e Municipality co None A similar

Reporting of Net accounting and financial reporting requir| recommendations and is closely monitoring the situation took
Pension Liability | for pensions that are providedtotheemjof t he Commonweal t h’ s place during
Cost Sharing | of state and local governmesrtgdloyery Administration in order to raakere the obtainthg 20172018 with
PensiofPlans | through pension plans trusts that comg audited information required by this standard. the
(MW) the criteria set forth in the GASB Statem implementation
68, Accounting and Financial Reportin of GASB 73
PensionsThe amount by which this depg and 75.
would affect the assets, deferred outfl
resources, litibes, deferred inflows See current
resources and net year finding
governmental activities has not 2018001.
determined.
I n addition, t he

statements do not disclose the desq
information about the pension plans t
which the pensions are provided requi
the GASB Statement No. 68 foshardng
employers. Also, management has d
historical pension information that acc
principles generally accepted in the
States of America required to benfrdse
supplement the basic financial statemen

| CERTIFY THAT THE INFORMATION ABOVE IS CORRECT 123
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COMMONWEALTH OF PUERTO RICO Summary Schedule of Prior Years Audit Fing

MUNCIPALITY OF YAUCO For theFiscal Year Ended June 30, 2

Audit ReporReports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and OMB Shnda@iecular Uniform

Audit Periodjuly 1, 201#June 30, 281 Fiscal Yea20T/-2018
Principal Executidgon. Angel L. Torres Ortiz, Mayor
ContacPersonMr.Luis A. Collado R&inance and Bt Director Phone(787) 856340, ext. 1017
Original Findin Finding Condition Corrective Actlo_ns for finding not correc§ Questioned Status
Number partially corrected Cost
2016002(FS) Operating Deficit ¢ As of June 30, 2016, the Municipality | The Municipality of Yauco lacks econg None Not resolved yel
General thd (MW)| with an accumulated deficit of $(11,84 resources t@over its basics necessities. See current
Plans (MW) in the general fund as presented i| addition, the operational expenses suc finding number
Balance Sheetsovernmental Funds. gasoline and utilities have had a dra 20180(.

increase during the last fiscal years. Howe
our peopl e’ s pride,
monumental work projects in they higtoinis
city. To control the Municipal opera]
expenses we reduced the employees w
hours, we eliminated regular positions
eliminated overtime pay, and we also elin
travel expenses including meals

communicatiacost Wewill contire taking the
necessary mgares to correct this situation.

| CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

B e

Hon. Angel L. Torres OrtiMayor

March 15, 2019
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COMMONWEALTH OF PUERTO RICO Summary Schedule of Prior Years Audit Fing

MUNICIPALITY OF YAUCO For theFiscal Year Ended June 30, 2

Audit ReporReport®n Compliance and Internal Control in Accordance with Governmental Auditing Standards and OMB Super Circular Uniform Guidance
Audit Periodtuly 1, 201#June 30, 281 Fiscal Yea20172018

Principal Executidgon. Angel L. Torres Ortiz, Mayor

Contact Persavr. Luis A. Collado Ruiz, Finance and Budget Director Phonef787) 856340, ext. 1017
Original Finding Finding Condition Corrective Actlo_ns for finding not correcty Questioned Status
Number partially corrected Cost
2016003(FS) Capital Assets an The Municipality has not maidtaoraplety The Muni ci pality’ s None Full correctiv
Expenditures | and adequate records in order to (to continue in their effort to update the action has bee¢
Subsidiary Ledge sufficient, competent evidential mattg assets subsidiary ledger, principally taken. This findi
(MW) respect to the Capital Assets repor| construction in progress and infrastructure & was not repeatg
governmental activities and, according in fiscalgar 2017
amount by which this departure would 2018

the assets, net positiom expenses of ti
governmental activities is not determing

| CERTIFY THAT THE INFORMATION ABOVE IS CORRECT
AN (e

Hon. Angel L. Torres OrtiMayor

March 15, 2019
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF YAUCO

Summary Schedule of Prior Years Audit Fing
For theFiscal Year Ended June 30, 2

Audit ReporReport®n Compliance and Internal Control in Accordance with Governmental Auditing Standards and OMB Super Circular Uniform Guidance

Audit Periodtuly 1, 2037June 30, 2681

Principal Executidgon. Angel L. Torres Ortiz, Mayor

Contact Persaour. Luis A. Collado Ruiz, Finance and Budget Director

Fiscal YeaP0172018

Phone(787) 856340, ext. 1017

RecordsMunicipa
Solid Waste Land
Closure and Peos
closure Care an(
Maintenance Cos

government wide financial statement
required liability for closure and post
costs based on an adequate study
activities of the solid waste landfill.

At June 30, 2Ql16e Municipality did
perform theequired study of the avail
space and the estimated cost of the
and post | osi ng of t hy¢
landfill. In addition, the amount of ex
recorded in the financial statements is
on an estimate made bt he MU
management.

that the liability calculations are made ac
to federal regulations.

Original Finding Finding Condition Corrective Actions for finding not correcty Questioned Status
Number partially corrected Cost
2016004(FS) Accounting | The Munipality did not adjust in| We will revise the landfill study in oetisute None Not resolved yet.

See current findin
number 201@3.

| CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

D s

Hon. Angel L. Torres OrtiMayor

March 15, 2019
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COMMONWEALTH OF PUERTO RICO Summary Schedule of Prior Years Audit Fing

MUNICIPALITY OF YAUCO For theFiscal Year Ended June 30, 2

Audit ReporReport®n Compliance and Internal Control in Accordance with Governmental Auditing Standards and OMB Super Circular Uniform Guidance
Audit Periodtuly 1, 201#June 30, 281 Fiscal Yea20172018

Principal Executidgon. Angel L. Torres Ortiz, Mayor

Contact Persavr. Luis A. Collado Ruiz, Finance and Budget Director Phonef787) 856340, ext. 1017
Original Finding Finding Condition Corrective Actlo_ns for finding not correcty Questioned Status
Number partially corrected Cost
2016005 (FS) Accounting The Municipality does not maintain col As part of our corrective action plan, W None Not resolved yet.
Recorddnterfund| and accurate records of the interfung identifying the origin of all the interfund trar See current findin
Transactions | transactions and the corresponding du thatare not properly documented and will p number 201@X.

and due to account balances. Durin to realize the necessary adjusting entries.
examination of the accounting recorq
identified that thBlunicipality does I
maintain a complete and accurate sub
record to account for its interfund transa
reported in the Balance Sheet in the 8
of $4,803,990 as of June 30, 2016.

| CERTIFY THAT THE INFORMATION ABOVE IS CORRECT
AN (e

Hon. Angel L. Torres OrtiMayor

March 15, 2019
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF YAUCO

Summary Schedule of Prior Years Audit Fing
For theFiscal Year Ended June 30, 2

Audit ReporReport®n Compliance and Internal Control in Accordance with Governmental Auditing Standards and OMB Super Circular Uniform Guidance

Audit Periodtuly 1, 2037June 30, 2681

Principal Executidgon. Angel L. Torres Ortiz, Mayor

Contact Persaour. Luis A. Collado Ruiz, Finance and Budget Director

Fiscal YeaP0172018

Phone(787) 856340, ext. 1017

depogs with fiscal
agent

Department of Treasury issued Circula
No.130081 7 “ I mpai r men
with the Governmental Development B
Puerto Rico”. Thi s
public corpomatis and municipalities of
Commonwealth to recognize an imps
loss on the deposits maintained wit
Governmental Development Bank (GD
deposits with the GDB are not insurg
collateralized with investments; the
these deposits aegposed to a signific
custodial credit risk: the risk that anothg
to a deposit or investment transg
(counterparty) will not fulfill its obligatia
example, the issuer of a debt instrume
not redeem the instrument at maturity.
the financial and fiscal crisis faced |
Commonwealth and certain public e
they have been unable to repay their
and lines of credit with the GDB, se
affecting the ban
repay its own debts.

the GDB related to the Debt Service and
Improvements Funds are backed by speci
that stipulate these funds are maintained
GDB in a custodial capacity. Therefor
availability of thesenies must be guarantee
the Commonwealth since they are tied f
issuances with specific municipal repad
sources: property taxes and sales and use
the event that the GDB becomes insolver|
remedies will be filed within the parsmnoé
PROMESA to ensure the disbursemern
availability of these funds.

Original Finding Finding Condition Corrective Actions for finding not correcty Questioned Status
Number partially corrected Cost
2016006 (FS) | Impairment loss @ On October 18, 2016, the Puerto| We do rnteagree with this finding since depo None No similar situatio

during fiscal year
20172018.

| CERTIFY THAT THE INFORMATION ABOVE IS CORRECT

T e

Hon. Angel L. Torres OrtiMayor
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COMMONWEALTH OF PUERTO RICO Summary Schedule of Prior Years Audit Fing

MUNICIPALITY OF YAUCO For theFiscal Year Ended June 30, 2

Audit ReporReports on Compliance and Internal Control in Accordance with Governmental Auditir@MBa8dped<Cardilar Uniform Guidance

Audit Periodiuly 1, 20137June 30, 281 Fiscal Yea2017208

Prircipal Executivéton. Angel L. Torres Ortiz, Mayor

Contact Persaour.Luis A. Collado R&imance and BetiDirector Phone(787) 856340, ext. 1017

Corrective Actions for finding not corre]  Questioned
partially corrected Cost

Original Findin

Number Status

Finding Condition

As a result, the GDB was unavailable to
May 1, 2016 the principal due on its bon
notes and the intenggyments due thereaf
On April 2016, the Governor of Puert
declared the GDB in a state of emerger
issued a moratorium on the payments
debts. Also, the GDB has not issug¢
financial statements for the fiscal yelc
on June 3@015 and 2016.

Accounting principles generally accepte
United States of America require
nonparticipating integgsning investme
contracts, such as nonnegotiable certifig
deposit with redemption terms that ¢
consider markettes, should be repof
using a cotased measure, provided thg
fair value of those contracts is not signi
affected by the impairment of the

standing of the issuer or other factors
amounts by which this departure woulg
the assets and fund balance of
Municipality’s G¢
Improvements Fund and Debt Service F
$300,000, $122,829 and  $743
respectively.

| CERTIFY THAT THE INFORMATION ABOVE IS CORRECT 129

Mart 15, 2019
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF YAUCO

Summary Schedule of Prior Years Audit Fing
For theFiscal Year Ended June 30, 2

Audit ReporReports on Compliance and &ht€omtrol in Accordance with Governmental Auditing Standards and OMB Super Circular Uniform Guidance

Audit Periodtuly 1, 2037June 30, 2681

Principal Executidgon. Angel L. Torres Ortiz, Mayor

Contact Persadr. Luis A. Collado Ruiz, Finance and Budget Director

Fiscal YeaP017208

Phone(787) 856340, ext. 1017

Original Finding
Number

Finding

Condition

Corrective Actions for finding not correct
partially corrected

Questioned
Cost

Status

2016007(FS)

Municipal Licens
Tax Revenues
(MW)

Municipal licenserevenues of the fiscal y
20162017 which were collected in adv
from taxpayers betwetamuary 1 throui
June 30, 201&nown in Spanish as "Pat
en Suspenso”), were used by the Muni
to cover certain operating costs and cas
shortages of the general fund duririgchk
year ended June 30, 20IBose unearn|
revenues collected in advance pertain
general fund's opemtioudget of the fis
year 2018017 and must not be used to
obligations of the prior year.

With the implementation of corrediians
detailed in Finding 2008 we expect to avo
or, at least, reduce the use ofmtnacipal
license ta revenues collected in advamc
future fiscal years.

None

Not resolved yet.
See curr finding
number 201&ED.

| CERTIFY THAT THE INFORMATION ABOVE IS CORRECT
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Hon. Angel L. Torres OrtiMayor
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF YAUCO

Summary Schedule of Prior Years Audit Fing
For theFiscal Year Ended June 3018

Audit ReporReports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and OMB Shnda@iecular Uniform

Audit Periodtuly 1, 2037June 30, 2681

Principal Executidéon. Angel L. Torres Ortiz, Mayor

Contact Persaur.Luis A. Collado R&imance and Bt Director

Fiscal YeaP017-2018

Phone(787) 856340, ext. 1017

and Unallowed (4
Allowable
Costs/Costs
Principles (B)
(MW) (NC)
Community
Development Blo
Grant-State
Neighborhood
Stabilization
Program (CFDA
No. 14.228)
U.S. Department
Housing andrban
Development

Community Development GranState -
Neighborhood Stabilization Program fung
own general operations, in violation of th
agreement and applicable federal icegu
Theyusal the NSP accouot atemporary log
transfer to its General Fund to cover
deficiencies in its general operations, in
of the grant agreement and program regu
with an outstanding amount totaling $244
June 30, 2. As of our audit date, the am
of $203,612 have not been returned
CDBG Neighborhood Stabilization P
account.

funds, and are making the neces
arrangements to replace them. Manag
alsowishes to enter into an agreement wi
grantor agency over the ultimate use of
funds.

Original Finding Finding Condition Corrective Actions for finding not correc{ Questioned Status
Number partially corrected Cost
2016008 Activities Allowe( The Municipality used cash resourcey Management is aware that they used None Not resolved ye

| CERTIFY THAT THE INFORMARBAVE IS CORRECT
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Hon. Angel L. Torres OrtiMayor
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF YAUCO

Summary Schedule of Prior Years Audit Fing
For theFiscal Year Ended June 3018

Audit ReporReports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and OMB Shnda@iecular Uniform

Audit Periodtuly 1, 2037June 30, 2681

Principal Executidéon. Angel L. Torres Ortiz, Mayor

Contact Persaxr.Luis A. Collado R&imance and Bt Director

Fiscal YeaP017-2018

Phone(787) 856340, ext. 1017

Original Finding Finding Condition Corrective Actions for finding not correc{ Questioned Status
Number partially corrected Cost
2016009 Cash Manageme| T h e Muni ci pal i ty’' g The Municipality will implement procedu None Full corrective

(©)
Federal Transit
Capital Investme
Grants (CDFA. N
20.500)
Department of
Transportation

compliance with the cash manag
requirements of federal program is ineffeg
minimizing the time elapsed between the
and disbursement of funds. In our test of
fund requisiis, we noted the folloy
exceptions:

In two (2) fund requisitions in the total an
$178,158, we observed that the Muni
made the disbursements between six
thirtyfive (35) days after the deposits;

The bank reconciliations (BR) ahawerage
monthly cash balance of ($6,535) i
Program’s bank accgdg

minimize the time elapsed between
drawdown and the disbursement of fund
procedure will include improving the priog
preintervention and check processing.

action has been
taken. This
finding was not
repeated in fisc
year 2012018

| CERTIFY THAT THE INFORMARBAVE IS CORRECT

B e

Hon. Angel L. Torres OrtiMayor

March 15, 2019
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF YAUCO

Summary Schedule of Prior Years Audit Fing
For theFiscal Year Ended June 3018

Audit ReporReports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and OMB Shnda@iecular Uniform

Audit Periodtuly 1, 2037June 30, 2681

Principal Executidéon. Angel L. Torres Ortiz, Mayor

Contact Persaxr.Luis A. Collado R&imance and Bt Director

Fiscal YeaP017-2018

Phone(787) 856340, ext. 1017

Corrective Actions for finding not correc

Questioned

and Unallowed
(A)

Section 8 Housin
Choice Voucher
(CFDA No. 14.87
U.S.Department ¢
Housing and Urb

Development

Housing Choice Voucher funds were trar
to Municipality’'s
amount of $200,800. During the yea
Munici pal ity tegnedGe ith
Program the majority of the funds, result
due from general fund of $27,800 as of J
2016.

finding. The Program Coordinator will m
written request to the Depattofe-inance fo
the payment of any amount due from una
transfers of funds and will require tha
situation did not repeat in the future.

Original Finding — .
Number Finding Condition partially corrected Cost Status
2016010 Activities Allowe( During the fiscal year 220E5, Section| The Muni ci pality’ s $27,800 Full  correctiv

action has beeg
taken. Thi
finding was n
repeated in fisg
year 201208.

| CERTIFY THAT THE INFORMARBAVE IS CORRECT
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF YAUCO

Summary Schedule of Prior Years Audit Fing
For theFiscal Year Ended June 3018

Audit ReporReports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and OMB Shnda@iecular Uniform

Audit Periodtuly 1, 2037June 30, 2681

Principal Executidéon. Angel L. Torres Ortiz, Mayor
Contact Persaoxr.Luis A. Collado R&inance and BetlDirector

Fiscal YeaP017-2018

Phone(787) 856340, ext. 1017

(CFDA No. 14.87

U.S. Department

Housing and Urb
Development

In two (2) cases, the following situatig
noted related to the Enterprise In
Verification (EIV) process:

Inthe EIV form, the participant verifi

result is fail.

The EIV form did not contain

participant’s sig
In four (4) cases, evidence of the authoriz
the participant for the PHA submission-(
party verification was not foundfitethe

In four (4) cases, the following situatig
noted related to the Inspection Checklis
HUDB52580):

The form was marked as failed an
reinspection documents were not av
during the examination.

Supervisor implemented procedures to n|
the performance in the technical area

Original Finding Finding Condition Corrective Actions for finding not correc{ Questioned Status
Number partially corrected Cost
2016011 Elegibility (E) | We performed an eligibility test and exarn The Program will provide additraitdihg to None Full  correctiv
Section 8 Housin sample of twerftye (25) participant files.| the technical personnel on documentatiq action has beeg
Choice Vouchery following summasizbe deficienciesfound:| ver i fi cat i on proce taken. Thi

finding was n
repeated in fisg
year 2012018

| CERTIFY THAT THE INFORMARBAVE IS CORRECT
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Hon. Angel L. Torres OrtiMayor
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COMMONWEALTH OF PUERTO RICO

MUNCIPALITY OF YAUCO

Summary Schedule of Prior Years Audit Fing
For theFiscal Year Ended June 30, 2

Audit ReporReports on Compliance and Internal Control in Accordance with Governmental Auditing Standards and OMB Shnda@iecular Uniform

Audit Periodtuly 1, 2037June 30, 2681

Principal Executivéon. Angel L. TesrOrtiz, Mayor

Contact Persaur.Luis A. Collado R&imance and Bt Director

Fiscal YeaP017-2018

Phone(787) 856340, ext. 1017

Original Finding Finding Condition Corrective Actio_ns for finding metteat or Questioned Status
Number partially corrected Cost
2016012 Special Tests an During our verificatio o f t en (| As part of our corrective action plan None Not resolved yg
provisions (N) | files we noted the following situation: Program's supervisor will strengthen See curren
Housing Quality| monitoring procedures. Also, the tenant' finding  numbg
Standards Four (4) filedid notontain evidence indicg will be reviewed in accordandk thie 2018008
Enforcement (SO that the Municipality follewgethe deficiencii recommendation received.
(NC) detected after 30 calendars days.
Section 8 Housir
Choice Voucher{ In one (1) file, evidence of the inspecti
(CFDA No. 14.87 found, but the deficiencies detected
U.S. Department| corrected days after the requiredw4eriod
Housing and Urb
Development
2016013 Single Audit A¢ The Single Audit Report for the fiscal yea We will improve our internal controls proc None Full correctiv
(MW) (NC) | ended June 30, 2016 was not issued with related to record keeping and year adjustn action has bee¢

(9) months after the entiefiudit period.

order to ensure compliance with the Mg
federal requirememds a measurement
achieve an accounting system that I
updatedand complete financial informatio
Finance Directorshstrengthened the exis
internal control procedures related to th
Accounting System. The accounting dep
was reorganized in order ewosure the

impémentatioof such control prdaees

taken. This findi
was not repeate
in fiscal yeg
2017208.

| CERTIFY THAT THE INFORMATION ABOVE IS CORRECT
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